


RELEASES IN THIS ISSUE 





Securities Act 
Securities Exchange Act 


Public Utility Holding 

Company Act - 
Trust Indenture Act - 
Investment Company Act - 9951 
Litigation - 8133-8142 


This issue covers releases from 9/30/77-10/5/77 


This listing does not affect the legal status of any 
document published in this issue. 





SEC DOCKET INDEX 





VOLUME FOUND IN DOCKET DATED 
Vol. V, No. 15 
Vol. V, No. 16 
Vol. VI, No. 3 
Vol. VI, No. 15 
Vol. VI, No. 20 
Vol. Vil, No. 8 
Vol. Vill, No. 15 
Vol. IX, No. 11 
Vol. X, No. 11 
Vol. XI, No. 9 
Vol. XII, No. 12 


12/3/74 
12/10/74 
1/8/75 
4/22/75 
5/28/75 
7/22/75 
1/28/76 
5/18/76 
10/5/76 
2/8/77 
7/19/77 


LAMB BROTHERS, INC. 
CLYDE C. LAMB, JR. 


Registered securities associa- 

‘'tion’s findings that member’s 
chief executive and sole stock- 
holder had caused the member to 
draw checks in substantial sums 
. when he knew there were no funds 
to .cover them, sustained, and 
sanctions affirmed, as neither ex- 
cessive nor oppressive. 


N 
In.a*Commission case involving 
the firm-and its controlling person 
where the controlling person had 
caused the firm to violate the 
Commission’s net capital and 
financial reporting requirements 
and where both had been enjoined 
from such violations firms regis- 
tration is revoked and controlling 
person barred with a right to apply 
for readmission in a non-propri- 
etary, non-supervisory capacity. 
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SECURITIES ACT OF 1933 
Release No. 5873/ October 5, 1977 


REGULATION A EXEMPTION OF RISERS’ VEN- 
TURE MANAGEMENT CO., INC. TEMPORARILY 
SUSPENDED 


The Commission has issued an order temporarily sus- 
pending the Regulation A exemption from registration 
under the Securities Act of 1933 with respect to the 
proposed public offering of 100,000 shares of the $.01 
par value common stock of Risers’ Venture Manage- 
ment Co., Inc., 10 East 45th Street, New York, New 
York. 


According to the order, the Commission has reason to 
believe, among other things, that (a) the offering 
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circular and notification of Risers’ Venture Manage- 
ment Co., Inc. misrepresent and omit to state material 
facts; (b) the terms and conditions of Regulation A 
have not been complied with ; and (c) the offering, if 
made, would be made in violation of the anti-fraud 
provisions of the federal securities laws. 





SECURITIES EXCHANGE ACT OF 1934 





Securities Exchange Act of 1934 
Release No. 1394A/October 3, 1977 


Administrative Proceeding File No. 3-5280 
In the Matter of 


MELVIN B. BOGUS 
5101 N.E. 26th Avenue 
Ft. Lauderdale, FI. 


ROBERT G. CARDWELL 
2871 N.E. 26th Street 
Ft. Lauderdale, FI. 


PERRY E. SHROPSHIRE 
5100 Dupont Blvd. 
Ft. Lauderdale, Fl. 


DONALD HAWKINS 
4012 Inverrary Bivd. 
Lauderhili, Fl. 


CORRECTED ORDER IMPOSING 
REMEDIAL SANCTION 


The Commission’s Order Instituting Proceedings and 
Imposing Remedial Sanctions in the Matter of Melvin 
B. Bogus, et al.' is hereby corrected with respect to 

respondent Donald Hawkins so that Mr. Hawkins be, 
and hereby is, effective September 12, 1977, 
suspended from association with any broker-dealer, 
investment adviser, or investment company for 45 
business days, and thereafter barred from association 
with any broker-dealer, investment adviser, or 
investment company in a supervisory capacity with the 
right to make application to the Commission after two 
(2) years from September 12, 1977 for reassociation in 
a supervisory capacity. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 








"See, Securities Exchange Act of 1934 Release No. 
13945 (September 12, 1977). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14007/September 30, 1977 


In the Matter of 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-77-23) 
ORDER APPROVING PROPOSED RULE CHANGE 


On July 11, 1977 the Midwest Stock Exchange, Incor- 
porated (‘‘MSE’’) filed with the Commission, pursuant 
to Section 19(b) of the Securities Exchange Act of 1934 
(the ‘‘Act’’), and Rule 19b-4 thereunder, copies of a 
proposed rule change. The proposed rule change pro- 
vides procedures relating to the suspension or 
termination of the registration of ‘‘special registrants’ 
for unsatisfactory performance of their responsibilities 
as defined in the Federal securities laws and the rules 
and policies of the MSE. 


Notice of the proposed rule change was given by pub- 
lication of a Commission Release (Securities Exchange 
Act Release No. 13755 (July 15, 1977)) and by a state- 
ment of the terms of substance in the Federal Register 
(42 Fed. Reg. 38034 (July 26, 1977)). 


On August 22, 1977 the MSE filed an amendment to 
the subject rule proposal which designated Section 
6(b) as the basis under the Act for the proposed rule 
change. Notice of filing of the amendment was given 
by publication of a Commission Release (Securities 
Exchange Act Release No. 13894 (August 26, 1977)) 
and is expected to be made in the Federal Register 
during the week of October 3, 1977. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the require- 
ments of Section 6 and the rules and regulations there- 
under. 


Further, the Commission finds good cause for 
approving the proposed rule change prior to the thirti- 
eth day after the date of publication of notice of the 
amendment thereto. The Commission finds approval 
at this time to be in the public interest and for the pro- 
tection of investors because: (1) the procedures which 
are the subject of the proposed rule change are 
necessary to implement other MSE proposals 
(SR-MSE-77-16 and 20) which were approved by the 
Commission today and will better enable the MSE to 
enforce compliance by “special registrants” with the 
Federal securities laws and MSE rules and policies, 
and (2) the substance of the rule proposal was 
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published for public comment more than thirty days 
prior to the date of this order and the amendment 
thereto relates only to the basis under the Act for the 
proposed rule change. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14008/September 30, 1977 


In the Matter of 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 


Chicago, Illinois 60603 
(SR-MSE-77-16) 
ORDER APPROVING PROPOSED RULE CHANGE 


On May 23, 1977 the Midwest Stock Exchange, Incor- 
porated (‘‘MSE’’) filed with the Commission, pursuant 
to Section 19(b) of the Securities Exchange Act of 
1934, and Rule 19b-4 thereunder, copies of a proposed 
rule change. The purpose of the proposed rule change 
is to define the authority of the President of the 
Exchange and members of the Committee on Floor 
Procedure in matters concerning apparent violations of 
Exchange Rules or the Federal securities laws by 
specialists, co-specialists or relief specialists. On 
September 12, 1977 the MSE submitted an amend- 
ment to the proposed rule change to provide special- 
ists, co-specialists and relief specialists the oppor- 
tunity to apply to the Commission: for a stay of any 
summary suspension imposed pursuant to the 
proposed rule. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 13576 (May 27, 
1977)) and by publication in the Federal Register (42 
Fed. Reg. 29133 (June 7, 1977)). 


The Commission finds that the proposed rule change 
ls consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 


securities exchanges, and in particular, the require- 
ments of Section 6 and the rules and regulations 
thereunder. 


IT iS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Aci, that the proposed rule change filed 
with the Commission on May 23, 1977, be, and it 
hereby is, approved. 


For the Commission by the Division of Market Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14009/September 30, 1977 


In the Matter of 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-77-20) 
ORDER APPROVING PROPOSED RULE CHANGE 


On June 27, 1977 the Midwest Stock Exchange, Incor- 
porated (‘‘MSE’’) filed with the Commission, pursuant 
to Section 19(b) of the Securities Exchange Act of 
1934, and Rule 19b-4 thereunder, copies of a proposed 
rule change. The purpose of the proposed rule change 
is to prescribe the circumstances under which the re- 
gistration of an odd-lot dealer may be suspended or 
terminated. On September 12, 1977 the MSE sub- 
mitted an amendment to the proposed rule change to 
provide odd-lot dealers the opportunity to apply to the 
Commission for a stay of any summary suspension 
imposed pursuant to the proposed rule. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release (Securi- 
ties Exchange Act Release No. 13728 (July 8, 1977)) 
and by publication in the Federal Register (42 Fed. 
Reg. 36575 (July 15, 1977)). 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the 
requirements of Section 6 and the rules and 
regulations thereunder. 
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IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed 
with the Commission on June 27, 1977, be, and it 
hereby is, approved. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14010/September 30, 1977 


Orders have been issued granting the applications of 
the Philadelphia Stock Exchange, Inc. for unlisted 
trading privileges in the common stock of the following 
companies: Bell Canada, $25.00 par value; Marathon 
Manufacturing Company, $1.00 par vaiue; Northern 
Telecom Limited, $100.00 par vatue; Lehman Corpora- 
tion (Maryland), $1.00 par value; and Bell & Howell 
Company (Delaware), no par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14011/September 30, 1977 


An order has been issued granting the applications of 
the Boston Stock Exchange, Inc. for unlisted trading 
privileges in the common stock of the following 
companies: Bell & Howell Co. (Del.), no par value 
and Houston Industries, no par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14012/September 30, 1977 


An order has been issued granting the applications of 
the Cincinnati Stock Exchange for unlisted trading pri- 
vileges in the common stock of the following 
companies: Airco, Incorporated (Delaware), $1.00 par 
value and Transco Companies Inc., $.50 par value. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14013/September 30, 1977 


An order has been issued granting the application of 
the Pacific Stock Exchange Incorporated for unlisted 
trading privileges in the common stock of the following 
company: Lehman Corporation, $1.00 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14014/September 30, 1977 


Notices have been issued giving interested persons 
until October 15 to request a hearing on applications of 
the Philadelphia Stock Exchange, Inc. for unlisted 
trading privileges in the common stock of the following 
companies: Curtis Noll Corporation, no par value and 
Ranger Oil (Canada) Ltd., no par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14015/September 30, 1977 


Orders have been issued, effective nunc pro tunc on 
September 12, 1977, granting the applications of the 
Philadelphia Stock Exchange, Inc. to strike from 
listing and registration the specified securities of the 
following companies: Allegheny Ludium Industries, 
Inc., common stock, $1.00 par value, and 4% Conver- 
tible Subordinate Debentures; The Pep Boys - Manny, 
Moe & Jack, common stock, $1.00 par value; and AA! 
Corporation, common stock, $1.00 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14016/September 30, 1977 


In the Matter of 

PHILADELPHIA STOCK EXCHANGE, INC. 

17th Street and Stock Exchange Place 
Philadelphia, Pennsylvania 19103 
(SR-PHLX-77-13) 

ORDER APPROVING PROPOSED RULE CHANGE 


On September 16, 1977, the Philadelphia Stock 
Exchange, Inc. (‘‘PHLX’’) filed with the Commission, 
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pursuant to Section 19(b) of the Securities Exchange 
Act of 1934 (the ‘‘Act’’), as amended by the Securities 
Acts Amendments of 1975, and Rule 19b-4 there- 
under, coples of a proposed rule change to amend 
PHLX Rule 1010 to provide that the Exchange may 
apply to the Commission for permission to strike from 
listing and registration any option series or class which 
isnot exclusively traded on the PHLX if the Exchange 
determines that such action is in the interest of main- 
taining a fair and orderly market or for the protection 
of investors. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release (Securi- 
tles Exchange Act (‘‘SEA’’) Release No. 13994, 
September 26, 1977) and by publication in the Federal 
Register (42 Fed. Reg. 51687, September 29, 1977). 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the require- 
ments of Section 6 and the rules and regulations there- 
under. 


The rule proposal is substantively identical to the 
Pacific Stock Exchange Incorporated (‘‘PSE’’) proposal 
respecting delisting of nonexclusively listed options 
which the Commission previously approved (File No. 
SR-PSE-76-37). The PSE has applied this rult on 
several occasions to delist non-exclusively listed 
options and the Commission is not aware of any 
problems in connection with such application. Since 
the PSE rule was previously published for comment 
with no comments received thereon,* and since 
no issues are presented by the PHLX proposal which 
the Commission did not consider in connection with 
the PSE proposal, the Commission finds good cause 
for approving the proposed rule change prior to the 
thirthieth day after the date of publication of notice of 
filing thereof. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change re- 
ferenced above be, and it hereby is approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 





“File No. SR-PSE-76-37 was published for comment as 
SEA Release No. 13058, December 10, 1976; 41 Fed. 
Reg. 3236, January 17, 1977. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14017/October 3, 1977 


Administrative Proceeding File Nos. 3-4706 and 3-4789 


In the Matter of the application of 


LAMB BROTHERS, INC. 
621 S.W. Morrison Street 
Portland, Oregon 


and 


CLYDE C. LAMB, JR. 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


In the Matter of 


LAMB BROTHERS, INC. 
621 S.W. Morrison Street 
Portland, Oregon 


(8-17965) 


CLYDE C. LAMB, JR. 


OPINION OF THE COMMISSION 


REGISTERED SECURITIES ASSOCIATION— 
REVIEW OF DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 
Checks Drawn on Insufficient Funds 


In proceedings for review of registered securities as- 
sociation’s decision to expel member and to bar 
member’s chief executive and sole stockholder from 
association with other members as a registered 
principal (save in the sales area where such associa- 
tion would be permitted), association’s findings that 
the individual respondent had caused the member to 
draw checks in substantial sums when he knew that 
there were no funds to cover them, sustained, and 
sanctions, affirmed, as neither excessive nor 
oppressive. 


The practice of drawing checks against the hope that 
funds to cover them will be raised is unethical. 
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BROKER-DEALER PROCEEDINGS 
Grounds for Remedial Action 


Failure to Comply with Net Capita! and Financial Re- 
porting Requirements. 


Injunction 
Default Judgment of Permanent Injunction 


Where registered broker-dealer’s controlling person 
had caused it to violate the Commission’s net capital 
and financial reporting requirements under the 
Securities Exchange Act, where he and the firm had 
done so willfully, and where both had been enjoined 
from such violations, held, in the public interest to 
revoke the firm’s registration and to bar its principal 
from association with any other broker or dealer; but 
in view of principal’s long and previously unblemished 
record in the securities business Inclusion of a proviso 
permitting the principal to apply to the Commission 
for leave to return to the securities business in a non- 
proprietary, non-supervisory capacity upon a showing 
of adequate supervision, held, appropriate. 


An injunction is itself an adequate ground for remedial 
administrative action under the Securities Exchange 
Act. 

An injunction entered on default is nevertheless an 


injunction for purposes of Section 15(b) of the Securi- 
ties Exchange Act. 


Net Capital Rule 

Purpose of the rule 

includable Assets 

Assets Not Readily Convertible into Cash 

Frozen Assets 

Unsecured Advances to Proprietors 

Unsecured Notes 

Ultimate Realization and Liquidity 

The basic concept of the net capital rule is liquidity. Its 
purpose is to see to it that brokers and dealers always 
have sufficient liquid assets to cover their current in- 


debtedness. 


Assets that are not readily convertible into cash are 
excluded from consideration in computing net capital. 
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Fund owned by a broker-dealer that had been frozen 
by regulatory authorities so that its owner was unable 
to reduce the fund to possession, he/d, nonincludable 
asset for net capital purposes because not readily 
convertible into cash. Putative illegality of the freeze, 
held, irrelevant. Owner’s inability to use the fund on 
the relevant dates, he/d, controlling. 


Registered broker-dealer’s unsecured advance to its 
sole stockholder, held, not readily convertible into 
cash. 


That a registered broker-dealer realized something on 
an unsecured note in February did not make that note 
liquid in January. Ultimate realization has nothing to 
do with liquidity on the deficiency date. 


Public Interest 
Prior Decisions - Lack of Finality 


Where the respondents in an administrative proceed- 
ing had previously been involved in a disciplinary pro- 
ceeding initiated by one of the securities industry’s 
self-regulatory bodies and where that self-regulatory 
body’s District Committee and its Board of Governors 
had written opinions adverse to the respondents, held, 
those self-regulatory decisions are cognizable in the 
administrative proceeding and are worthy of 
consideration in it on the public interest issue, even 
though the result reached by the self-regulatory body 
is subject to reversal by higher tribunals. The decision 
of a competent tribunal is significant, notwithstanding 
the possibility that the decision may be reversed on 
appeal. 


Practice and Procedure 
Rules of Practice 


Scope of Review 


Where Commission’s staff contended that sanction 
imposed by the administrative law judge was inade- 
quate but had not sought review on that issue and 
where Commission had not chosen to review the 
possible inadequacy of the sanction on its own motion, 
held, question of inadequacy is not before the Com- 
mission and arguments addressed to that point cannot 
be considered by it. Rules 17(b) and 17(g) of the 
Commission’s Rules of Practice. 


APPEARANCES: 


Patrick J. Simpson, of Rives, Bonyjadi, Drummond & 
Smith, for Lamb Brothers, Inc. and Clyde C. Lamb, Jr. 
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,, Lloyd J. Derrickson, Stephen A. Blumenthal, and 
|) Peter Chepucavage, for the National Association of 
Securities Dealers, Inc. 


Lane B. Emory and Gary A. Swenson, of the Seattle 
Regional Office of the Commission, for the Division of 
Enforcement. 


No. 3-4789 is an appeal by Lamb Brothers, Inc. (the 
“firm’’) and Clyde C. Lamb, Jr., the firm’s president 
and sole stockholder, from disciplinary action taken 
against them by the National Association of Securities 
Dealers, Inc. (“‘NASD”’’). In No. 3-4706 Lamb and his 
firm appeal from an administrative law judge’s initial 
decision adverse to them in a remedial broker-dealer 
proceeding. The two appeals were argued together. 
We affirm in both cases.' 


We find, as did the NASD, that in September of 1974 
the firm twice paid for stock with checks that were 
returned by the drawee bank because of insufficient 
funds? Lamb admits that when he drew these checks 
on the firm’s bank account, he knew that the money 





needed to cover them was not there? He says that he 
hoped to be able to cover both checks by the time that 
they were presented for collection. 





'Our findings are based on an independent review of 
both records. Subsequent to the NASD hearings, both 
the NASD and the appellants moved for leave to adduce 
additional written evidence. We grant those motions 
and have considered the additional evidence to which 
they refer. The evidence in question is documentary. 
No issues of credibility are presented. Accordingly, we 
accept it as true. Hence. we see no need to remand for 
further proceedings. Appelants’ request for such a 
remand is therefore denied. 


“The first check was for $15,401 and the second was for 
$183,624. 


‘in the case of the larger check the admission is ex- 
press. The admission with respect to the smaller check 
is not quite so clear. But Lamb expressly admits that 
the firm did not have enough money in the bank to 
cover it. He also admits that the deficiency in the bank 
account was substantial. We note that when the check 
which was in the sum of $15,401.28 was presented for 
collection, the firm’s bank balance was only $7,755.41 





so that the amount of the overdraft was $7,645.87. 
Neither in the record nor in his briefs does Lamb claim 
to have been unaware of the state of his firm’s bank 
account at the time he wrote the check. 


Those hopes depended on the firm’s ability to borrow 
large sums from the drawee bank or from some other 
source—and to do so speedily. Lamb had some reason 
to believe that he would be able to do that 





“Lamb expected the bank to honor the smaller check 
because it had honored past overdrafts. His confidence 
in his ability to cover the larger check is said to have 
rested on two grounds. One was his belief that a bank 
other than the one on which the check was drawn 
would lend the firm enough money to supply it with the 
necessary $183,624 and to refinance its entire in- 
debtedness to the drawee bank. This loan, for which he 
had no written commitment and which never did come 
through, was to- have been collateralized by various 
securities, including the block of stock that had just 
been delivered to the firm in exchange for the $183,624 
check. It is obvious that this loan was by no means a 
sure thing. Lamb points, however, to an alternative 
possibility. That une involved the drawee bank itself. 
Lamb hoped that it would enable his firm to cover the 
check by lending it the full value of the stock that the 
firm had just acquired in exchange for the check. The 
type of financing that Lamb was counting on is known 
in the trade by two names. Sometimes it is called a 
“discounted draft.” Others label it a “draft for im- 
mediate credit.” It involves the following elements: 


(1) A broker-dealer delivers securities to his bank. 


(2) Those securities are accompanied by a draft drawn 
on the buyer of those securities. 


(3) That draft is payable to the bank. 


(4) The bank immediately credits (hence the term 
“draft for immediate credit”) the seller’s account with 
the sale proceeds less a discount (hence the term 
“discounted draft”) to cover its charges. 


(5) The bank then proceeds to collect from the buyer. 


(6) If the buyer fails to make good, the bank recovers 
its money from the seller. 


The firm’s bank had accommodated Lamb in this way 
on prior occasions. And he hoped that it would do so 
again. That hope, like his hope for overdraft privileges 
with respect to the smaller check, rested entirely on 
informal past practice. Appellants do not suggest that 
the bank was legally bound to honor the firm’s over- 
drafts. Nor do they maintain that there was any such 
obligation with respect to the privilege of drafting for 
immediate credit. 


Appellants suggest that drafting for immediate credit 
—continued 
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Nevertheless, we agree with the NASD that the is- 
suance of these two large checks (one of them in the 
extremely substantial sum of $183,624) drawn on the 
hope that something would turn up—and that such 
something would arrive fast enough to cover the 
checks when presented for payment —was unethical .® 





Footnote 4—continued 


is so routine a practice that they were entitled to 
assume that the bank would permit them to resort to it. 
We cannot agree. It is true that the banks that extend 
this type of service to the securities industry normally 
assume little rist. In the vast majority of cases the 
buyer pays for the securities. Nevertheless, there is 
some risk. When a bank credits the seller’s account at 
once in this type of a situation, it makes a short-term 
loan to the seller. See Management Financial, Inc.., 
Securities Exchange Act Release No. 12098 (February 
11, 1976), 8 SEC Docket 1248, 1249. So appellants were 
proceeding on the premise that the firm’s bank was 
certain to lend it $183,000. There was no assurance that 
the bank would do that. In fact, it was not even asked 
to do it until after the check had been written. So the 
premise was unreasonable. 


Appellants refer repeatedly to a suit that the firm has 
brought against the bank. They also make much of the 
substantial judgment that the trial court rendered in the 
firm’s favor. Our problem with all this is that the 
lawsuit in question had nothing to do with overdrafts or 
drafts for immediate credit. The court case is founded 
entirely on wrongs allegedly committed by the bank in 
connection with the sale of certain collateral deposited 
with it by the firm. See n. 29, infra. Nothing has been 
brought to our attention that tends to suggest that the 
issues in that case have any bearing on the questions 
presented for decision in this case. 


5For reasons stated in the preceeding footnote, we think 
that it was gross recklessness to proceed on the basis 
of this hope with respect to the larger check. The 
smaller check seems at first blush to stand on a dif- 
ferent footing. The record shows that the bank was at 
first going to honor that check, that it changed its mind 
suddenly, and that it later changed its mind again so 
that the payee of the check was ultimately made whole. 
Thus the smaller check presents a closer case. But it is 
not close enough to give the appellants appreciable 
comfort. We note in this connection that the check in 
question was issued on September 19, that it was pre- 
sented for payment either on that day or on the fol- 
lowing day, that the payee had to wait until October 3 
for redress, and that the bank did not come through 
with the needed funds until Lamb’s brother had 
guaranteed the overdraft. 


In any event, an overdraft is a loan by the bank to its 
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The securities business involves large sums of money. 
And in most Instances, brokers and dealers pay each 
other with uncertified checks. Hence the business can- 
not function efficiently unless the people in it are able 
to treat each other’s checks as substitutes for 


currency. 





A dealer who defeats that reasonable expectation 
commits a wrong. We doubt that the practice of 
drawing checks on the hope that one will be able to 
borrow enough to make them good can be regarded as 
ethical in any walk of life. And however that may be, 
the practice is patently unethical in the securities 
business.’ 


Security prices fluctuate sharply. Hence a dealer who 
pays one of his professional colleagues with a bad 
check subjects the recipient of that check to serious 
risk of loss® Even when the check is ultimately made 
good, the recipient is materially inconvenienced and 
the orderly conduct of his business disrupted. The 
practice subverts the implicit, unquestioning confi- 
dence on which the capital markets depend. 





Footnote 5—continued 


overdrawn depositor. Absent some legal obligation on 
the bank’s part (and no such legal obligation has been 
alleged, let alone established here) the fact that loans 
of that type have been made in the past is insufficient 
in itself to warrant the inference that comparable loans 
are certain to be made in the future. The very most that 
the record shows is that there was a good chance that 
the bank would honor the overdraft. But people in the 
securities business should not write checks on 
chances—not even on reasonably good ones. 


SHence appellants violated Article Ill, Section 1 of the 
NASD’s Rules of Fair Practice which requires all 
members of the Association and all persons associated 
with them to adhere to “high standards of commercial 
honor and just and equitable principles of trade.” 


7In some circumstances it also violates the Securities 
Exchange Act’s antifraud provisions. See Western and 
Company, Inc., 44 S.E.C. 692, 693 (1971). 


8What happened in this very case with respect to the 
larger of the two checks illustrates that. When that 
check was dishonored, the firm returned the stock that 
it had obtained in exchange for it to the seller. The 
seller then sold the stock to someone else. But it did 
so at a loss of over $11,000. Lamb eventually reim- 
bursed the seller with interest. However, some weeks 
elapsed before he did so. 
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The views that we have just expressed preclude us from 
finding the sanctions that the Association imposed (it 
expelled the firm, barred Lamb himself from 
association with any member as a registered principal 2 
and also censured Lamb") “excessive or oppressive.”" 
And without such a finding, we must affirm. '2 


IV. 


The events with which we have thus far dealt occurred 
in September of 1974. Four months later, in January of 
1975, a visit to appellants’ offices led our staff to 
conclude that Lamb was causing his firm to violate the 
net capital rule.’ The staff’s report to us led this 
Commission to seek an injunction restraining Lamb 
and his firm'* from further violations of the net capital 
rule.'5 





*That was the District Business Conduct Committee’s 
verdict. The Board of Governors softened it to some 
extent by permitting Mr. Lamb to act as a registered 
principal “exclusively in the sales area.” 


in addition, it taxed $218.50 in costs to Lamb and to 
his firm. 


"That is so even though we set the NASD’s further 
findings that the firm violated our net capital rule (Rule 
15c3-1 under Section 15(c)(3) of the Securities Ex- 
change Act) on August 31 and September 11 aside. 
That the firm’s net capital was deficient on those dates 
is clear. But it is not clear that the firm’s activities on 
those dates were sufficient to warrant findings of 
violations. 


"See Section 19(e)(2) of the Exchange Act. That sec- 
tion also directs us to reduce sanctions or to eliminate 
them altogether when we find that they impose “any 
burden on competition not necessary or appropriate in 
furtherance of the purpose of this title.” But nothing in 
the instant case suggests any such burden. 


'SThe staff was also of the view that the firm had failed 
to file the report of its financial condition that Rule 
17a-5 under the Exchange Act requires. 


“S.E.C. v. Lamb Brothers, Inc., Civil Action No. 75-77, 
D. Ore. 


‘injunctive relief against future violations of our 
financial reporting requirements was also sought. 


Vv. 


The defendants interposed no defense!® In view of 
their default, a judgment of permanent injunction was 
entered against both of them.'? That judgment 
included findings that: 


(A) The firm effected transactions in securities on 
January 16, 1975. 


(B) It did so again on January 20, 1975. 


(C) On both dates the firm’s net capital was less than 
$25,000."® 


(D) Accordingly, the firm was in violation of our net 
capital rule cn each of the aforementioned dates.'? 





‘Sindeed, they admitted the allegations in our com- 
plaint. These admissions were made orally at the 
hearing on our application for a preliminary injunc- 
tion. At the same time, defendants’ counsel raised no 
factual issues. He argued only that a preliminary in- 
junction was unnecessary. That argument was un- 
successful. A preliminary injunction was granted. See 
Litigation Release No. 6760 (February 27, 1975), 6 SEC 
Docket 370. 


"See Litigation Release No. 6878 (May 13, 1975), 6 
SEC Docket 910. 


'8Brokers and dealers doing a general securities 
business must have at least that much in net capital. 
Rule 15cS-i(a)(1) under the Exchange Act. 


'?Lamb and the firm having conceded the truth of the 
allegations in our complaint, there was no issue before 
the district court about the applicability of the $25,000 
minimum net capital requirement referred to in the pre- 
ceeding footnote. At the hearing before the ad- 
ministrative law judge, however, the respondents con- 
tended the firm did not have to have $25,000 in net 
capital. They maintained that the firm belonged to the 
special class of registrants that we permit to do 
business with net capital of as little as $5,000. See 
Rule 15c3-1(a)(2). However, they made no such con- 
tention in either their written or their oral arguments to 
us. Hence we consider the point abandoned. In any 
event, it is without merit. A year and a half before the 
events with which we are concerned, we issued a 
release that made it very plain that a broker cannot 
bring himself within the $5,000 exception to the 


general $25,000 requirement unless he, among other 
things: 


(1) Introduces all of his transactions to another broker, 
—continued 
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(E) Lamb aided and abetted his firm’s violations.”° 


Vi. 


The injunctive judgment raised questions as to the 
nature of the restrictions, if any, that ought to be 
imposed on the respondents’ continued presence in 
the securities business2' To resolve those questions, 
we instituted the administrative proceeding now before 
us.22 However, that proceeding does not turn entirely 
on the injunction. The allegations made in the 


injunctive suit have been remade here. And an 
evidentiary record with respect to those matters was 





Footnote 19—continued 
dealer, or bank; and 


(2) All transactions are confirmed to customers by the 
clearing broker. 


Securities Exchange Act Release No. 10304, Applica- 
tion of Minimum Net Capital Requirements . . . Under 
the Securities Exchange Act of 1934 (July 30, 1973), 2 
SEC Docket 218, 219. 


Here Lamb’s firm confirmed to customers. Only after 
those confirmations were sent and after our staff told 
Lamb that his firm’s activities were in violation of the 
net capital rule, was another broker brought into the 
picture. 


Finally, the record shows that the firm had no net 
capital at all on the relevant dates in January of 1975. 


2The court also found that the firm was obligated to 
file a report of its financial condition with us, that such 
report had become due on or about December 3, 1974, 
that it had not been filed, that the firm’s failure to file it 
was in violation of our Rule 17a-5 under Section 17(a) 
of the Exchange Act, and that Lamb himself had aided 
and abetted that violation. 


21See Sections 15(b)(4)(C) and 15(b)(6) of the Exchange 
Act. 


22That this injunction was entered on default did not 
divest it of the public interest implications that Con- 
gress attached to injunctions restraining violations of 
the securities laws. Were the rule otherwise, a 
defendant in one of our injunctive actions could 
insulate himself from its possible administrative con- 
sequences by simply defaulting. That would be absurd. 
And it is not the law. A default judgment is as much a 
judgment as any other kind of a judgment. See, e.g., 
Riehle v. Margolies, 279 U.S. 218, 225 (1929). It follows 
that remedial administrative action can be based on an 
injunction that was entered on default. 
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developed?3 That record convinced the administrative 


judge that the violations found by the court™* were 
willful.25 We reach the same result. 


Vil. 


The administrative law judge thought this a serious 
case. We agree. The net capital violations are 
egregious. 


The typical net capital case involves a firm that has 
some liquid assets but that does not have enough of 
them to meet our financial responsibility require- 





23Our staff did not rely on the admissions that had been 
made when we sought a preliminary injunction. See n. 
16, supra. 


24The violation of Rule 17a-5 is conceded. So there is 
no question about that. But questions are raised about 
the net capital violations. Appellants maintain that 
there were none. For reasons stated in the next section 
‘of this opinion, we find the net capital violations 
abundantly established by the evidence adduced 
before the administrative law judge. 


25No showing of willfulness need be made in an in- 
junctive action. Hence willfulness was neither alleged 
nor found in the injunctive suit. In these proceedings, 
however, a violation cannot become a predicate for 
disciplinary action unless we find that it was com- 
mitted “willfully.” Sections 15(b)(4) and 15(b)(6) of the 
Exchange Act. But willfullness “does not require proof 
of evil motive, or intent to violate the law, or knowledge 
that the law was being violated.” 5 Loss, Securities 
Regulation 3368 (2d ed. supp. 1969). As the Court of 
Appeals for the Second Circuit has said, the word 
“willfully” in Section 15(b) of the Exchange Act “means 
intentionally committing the act which constitutes the 
vioiation.” Tager v. S.E.C., 344 F.2d 5, 8 (1965), 
affirming our decision in Sidney Tager, 42 S.E.C. 132 
(1964). See also Arthur Lipper Corporation v. S.E.C., 
547 F.2d 171, 180 (C.A. 2, 1976). In the instant case 
there were three violative acts. The first was the failure 
to file the firm’s report of its financial condition with us 
on our Form X-17A-5, when that report became due in 
December of 1974. The second was accepting orders 
from customers on January 16, 1975. The third was the 
acceptance of further orders from customers four days 
later. Each of those acts was intentional. Hence each 
was willful. 
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ments.26 This case presents a different situation. The 
problem with Lamb’s firm was not a mere insufficiency 
of liquid assets. In January of 1975 the firm did 
business without any liquid assets at all?’ save for 
some $522 in cash.78 


Appeliants dispute this. They contend that apart from 
its small store of cash, the firm had three liquid assets. 
By far the largest of these putative liquid assets was a 
claim against a bank. That was for $20,542.29 


But Lamb admits that the firm was unable to reduce 
any of this money to possession. All of it had been 
frozen by a state regulatory authority. Appellants 
maintain that the freeze was unlawful °° If they are right 
about that, the fund should have been liquid. 





*6As we Said at the outset of Net Capital Requirements 
for Brokers and Dealers—Interpretation and Guide, 
Securities Exchange Act Release No. 8024 (January 18, 
1967): “The basic concept of the rule is liquidity; its 
object being to require a broker or dealer to have at all 
times sufficient liquid assets to cover his current 
indebtedness.” 


27The events of September 1974 caused the firm to shut 
down. At that time Lamb made a written promise to the 
NASD that the firm would not go back in business 
“without demonstration of adequate capital . . . furn- 
ished . . . the NASD for their review and approval prior 
to our reactivation.” By January of 1975 the firm had no 
net capital at all. Yet Lamb caused it to solicit orders 
from customers at that time. He did not advise the 
NASD of this. And at that time he certainly made no 
effort to demonstrate the presence of “adequate 
capital.” No such effort could have been made in view 
of the firm’s financial straits at the beginning of 1975. 


In his testimony Lamb explained that he “had forgot- 
ten” his commitment to the Association. He conceded 
that this sounds “implausible.” We agree that it does. 


%lts current liabilities were in excess of that. 


*®This was not a routine bank balance in an ordinary 
checking or savings account. 


The bank had sold some collateral that the firm had 
deposited with it as security for a loan. That sale 
brought more than the amount needed to satisfy the 
firm’s indebtedness to the bank. The surplus came to 
the $20,542 figure given in the text. 


*%Questions of local law are involved. They are ir- 
relevant to the issues before us. Hence we express no 
opinion about them. 


However, our concern here is not with what should 
have been. It is with what actually was.3' And the 
administrative law judge summed that up very well 
when he said: 


“Whether the $20,542 held by the bank rightfully 
belonged to registrant . . . is beside the point. Those 
funds were in the possession of the bank on the dates 
in question and because of its refusal to honor any 
withdrawal demand by respondents, were not readily 
available for use by registrant. Even assuming the 
correctness of respondents’ claim that registrant was 
entitled to the $20,542... , the most that can be said 
from the standpoint of registrant’s net capital position 
is that registrant had an asset in the form of a debt 
owing to it by the bank. But since the bank would not 
honor respondents’ demands against it, that asset was 
not readily convertible into cash and was consequently 
properly disallowed in the computation of registrant’s 
net capital.” 


The second of the three assets was a $3,468 “advance” 
that the firm had made to Lamb.” Appellants say that 
this was liquid because Lamb was good for the money 
and would have paid up3° had he but known that his 





3'The net capital rule is designed to protect customers 
and other creditors. So we must look at the problem 
from their perspective. They are interested in seeing to 
it that the cash and the near-cash needed to meet their 
claims is on hand. Legal theories, however ingenious 
and however sound, are no substitute for that. Appel- 
lants’ counsel may well have been able to write an ex- 
cellent brief in support of his position about the 
illegality of the freeze. But such a brief would not have 
been readily convertible into cash. And that is the test. 
Rule 15c3-1(c)(2)(iv), formerly Rule 15c3-1(c)(2)(ii). As 
we said long ago in Guy D. Marianette, 11 S.E.C. 967, 
970-971 (1942): “Customers do not open accounts with 
a broker relying on suit, judgment and execution to 
collect their claims—they are opened in the belief that 
a customer can, on reasonable demand, liquidate his 
cash or securities position.” See also Carter Harrison 
Corbrey, 29 S.E.C. 283, 287 (1949); John W. Yeaman, 
Inc., 42 S.E.C. 500, 503 (1965). 


This was unsecured. And the rule specifically 
excludes “A// [emphasis added] unsecured advances 
and loans.” Rule 15c3-1(c)(2)(iv)(B), formerly Rule 15c3 
-1(c)(2)(ii). 


33This looks like an afterthought. The point was not 
raised before the administrative judge. Moreover, the 
firm itself excludéd this asset in a financial statement 
that it filed with the NASD. The much belated claim of 
liquidity now urged on us in connection with this item 
appears to have been engendered by appellants’ 

—continued 
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money was needed.** They thus ask us to treat Lamb’s 
good intentions as a substitute for his money. Were we 
to do that, little would be left of the net capital rule. 
Proprietors could always point to their actual or alleged 
willingness to supply additional cash?° 


Finally we come to a $67,617 note from Lamb’s brother 
to the firm3® However, appeilants do not claim to have 
been able to realize anything like $67,617 on that note. 
Their claim of liquidity with respect to this item goes 
only to a small fraction of the face amount. 


They say that the firm actually collected $3,743 on this 
note in February.*” They then reason backward to the 
conclusion that the note must also have been worth 
$3,743 in January. That is a non-sequitur. Ultimate 
realization “has nothing to do with . . . liquidity on the 
deficiency date.” 38 


Vill. 


Looking at the character of appellants’ violations, at 
the injunction, and at the history of the proceedings 
before the NASD, the administrative judge 
determined that: 





Footnote 33—continued 

realization that even if their contentions with respect to 
the other two allegedly liquid assets should be 
accepted in toto, we should still be constrained to find 
the firm’s net capital insufficient in January of 1975. 


34They point to an instance in which he actually put 
fresh money into the firm. They overlook his inability 
(or in any event his failure) to do so back in September, 
when cash was needed to cover the checks on which 
the NASD proceeding turns. 


35Compare Daniel S. Brier & Co., Inc., Securities 
Exchange Act Release No. 10627 (February 4, 1974), 3 
SEC Docket 500. 


36Like the advance to Mr. Lamb himself, this was 
unsecured. 


37 They do not explain why the firm was satisfied with a 
mere 5-1/2 cents on the dollar. And the record sheds 
no light on the matter. 


38 Midland Securities Corporation, Securities Exchange 
Act Release No. 13139 (January 6, 1977), 11 SEC 
Docket 1361, 1365 n. 24. 


38Though the appeal from the NASD’s decision of 
which we have just disposed was pending here when 
the administrative judge heard the case and though it 

—continued 
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(A) The firm’s registration with us as a broker and 
dealer should be revoked. 





(B) Lamb himself should be barred from association 
with any broker or dealer. 







(C) But since “it does not appear . . . that Lamb’s 
re-entry in the securities business in a_ properly 
supervised position would endanger the public 
interest, Lamb should be allowed to apply for such 
re-entry at such time as he may wish to become 
associated with a broker-dealer in a non-principal and 
properly supervised capacity.” 


IX. 


The respondents maintain that these sanctions are too 





had not yet been disposed of when he filed his initial 
decision, it was proper for him to look at what had 
transpired before the Association. Indeed, it was his 
duty to do so. True, the NASD’s decision was not yet 
final. It is not final yet. The respondents can appeal our 
affirmance of the NASD’s action to the Court of 
Appeals. If dissatisfied with the result in that court, 
they can try to go to the Supreme Court. But finality 
has no bearing on cognizability. 


When the case was before the administrative judge, the 
NASD’s District Committee had already dealt with 
Lamb’s case. So had the Association’s Board of 
Governors. Hence there was a record. Moreover, two 
decisional bodies had reviewed the facts, had reached 
conclusions adverse to Lamb, and had articulated their 
reasons for so doing. Finally, a good deal of evidence 
about the NASD case was received by the administra- 
tive law judge. A prior disciplinary proceeding has a 
legitimate impact on a subsequent one, even when the 
result in the first proceeding is not yet final. See 
Berman v. United States, 302 U.S. 211, 213 (1937); 
Charles C. Willson, 1 S.E.C. 402 and 1 S.E.C. 502 
(1936); Paul M. Kaufman, 44 S.E.C. 374 (1970); Samuel 
H. Sloan, Securities Exchange Act Release No. 11376 
)April 28, 1975), 6 SEC Docket 772, 776 n. 27, aff'd 547 
F.2d 152 (C.A. 2, 1976); C. R. Richmond & Co., Securi- 
ties Exchange Act Release No. 12535, Investment 
Advisers Act Release No. 520 (June 10, 1976), 9 SEC 
Docket 846, 847 n. 11. 


As the cited cases point out, a reversal or a modifica- 
tion of the non-final decision may require a re-examina- 
tion of the subsequent one. Where appropriate, we 
make that re-examination sua sponte. Cf. Middendort, 
Colgate & Co., Securities Exchange Act Release No. 
10871, Investment Company Act Release No. 8395, 
Investment Advisers Act Release No. 420 (June 21, 
1974), 4 SEC Docket 481. 
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harsh.4° They stress that: 


(1) Counsel assured them that the firm’s capital was 
adequate.” 


(2) As soon as Lamb learned that our staff’s view of the 
matter differed from that of counsel, the firm 
“immediately cancelled the transactions and never held 
customers’ funds or securities.” 


(3) Investors did not suffer. 


(4) Lamb’s “15 year record in the industry prior to 
September, 1974 is unblemished.” 


X. 


These factors are of some moment. The administrative 
law judge took account of them when he: 


(A) Gave Lamb leave to apply for permission to return 
to the securities business in a subordinate capacity; 
and 


(B) Permitted him to make such an application at 
once, without first serving the period of total exclusion 
often imposed in cases of this sort. 


We agree with the administrative judge that further 
leniency would be inappropriate. And we do not see 
how we could possibly permit Lamb to return to the 
industry as either a proprietor or supervisor. His firm’s 
history during its few months in business is 
disquieting. And our study of the two records 





‘Our staff maintains that they are insufficient. It thinks 
that the public interest calls for an outright bar order 
against Lamb, devoid of provisos that look toward his 
return to the securities industry. It made that argument 
to the administrative law judge. And he rejected it. 
Staff counsel then renewed this contention at oral 
argument before us. But the staff never filed a petition 
asking us to review the asserted inadequacy of the 
sanction imposed on Lamb. Nor did we bring the point 
up for review on our own motion. Hence the question is 
not before us. See Rules 17(b) and 17(g)(1) of the Rules 
of Practice. See also Leo Glassman, Securities 
Exchange Act Release No. 11929 (December 16, 1975), 
8 SEC Docket 735, 737 n. 14. 


‘The lawyer who gave this assurance represents the 
respondents here. At oral argument, he told us that 
Lamb had acted on his advice. 


convinces us that he needs close supervision.** 


The mitigative factors enumerated in the previous 
section are not nearly so weighty as counsel 
suggests 43 


Lamb was no novice in the securities business. He had 
been in it for 15 years. And he had once been a cashier 
in a brokerage house. So he ought to have known that 
liquidity was the very heart of the net capital rule. And 
whatever counsel may or may not have opined at the 
time, it should have been obvious to Lamb how illiquid 
his firm was in January of 1975. 


Moreover, Lamb had just been in serious trouble with 
the NASD about his net capital position in September 
of 1974.** Indeed, his troubles on that score were just 





“The NASD record shows that Lamb’s actions 
jeopardize those with whom he deals. The administra- 
tive record indicates that he is unable to operate a 
securities business in conformity with applicable 
rules. 


3Another mitigative argument that has not yet been 
mentioned is of no weight at all. Lamb attributes his 
firm’s failure to file its X-17A-5 report to his ac- 
countant. He points out that when the report became 
due, the firm was out of business. He claims to have 
believed that the firm’s dormant status might have 
relieved it of the duty to file. He says that his ac- 
countant was supposed to check the point. And he 
attributes all of his 17a-5 troubles to that gentieman’s 
failure to do so. But the answer was right in the rule 
itself. Rule 17a-5 says that its requirements apply to 
“every [emphasis added] broker or dealer registered 
pursuant to... the Act.” There is no exception for 
inactive registrants. See Security Investment Corpora- 
tion, 39 S.E.C. 885, 890 (1960); Webster Securities 
Company, 41 S.E.C. 854, 855 (1964). 


Nevertheless, one might perhaps be able to see some- 
thing to the reliance argument in some circumstances 
had the firm in fact remained dormant. Compare Arleen 
W. Hughes, 27 S.E.C. 629, 631 n. 3 (1948), aff'd on 
other grounds, 174 F.2d 969 (C.A.D.C., 1949); Weston 
and Company, Inc., 44 S.E.C. 692, 696-697 (1971). 
Here, however, Lamb undermined his own argument. 
He tells us that he thought that a report might not be 
necessary because the firm wasn’t doing anything. 
Then he went ahead and caused it to resume opera- 
tions. At that juncture, what reason did he have to 
believe that the report (which was by then more than a 
month overdue) was unneeded? None at all, according 
to his own account. 


“See n. 11, supra. 
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beginning. The NASD had initiated formal proceedings 
in December—just a month before he decided to return 
to the business in January.4*® A reasonable man in 
Lamb’s position would have realized that his firm’s 
balance sheet presented net capital questions. Hence 
he would have checked with regulatory authorities 
before going ahead *° And if he had promised to do just 
that, as Lamb had?’ he would have kept his promise’® 


Lamb’s cancellation of the orders that he had induced 
customers to give him is of no aid to his cause. He was 
caught in the act. So he decided to desist. That those 
charged with the duty of enforcing the law were 
assiduous enough and fortunate enough to detect a 
violation at an early stage is scarcely enough in itself to 
shed a favorable light on the violator whose designs 
were frustrated. 





45As previously noted (see n. 27, supra), that decision 
breached a commitment that Lamb had made to the 
Association. 


46He would at the very least have checked with an 
accountant. And in this situation Lamb absolutely had 
to check with an accountant. He needed one to prepare 
his overdue X17A-5 report. We think it almost certain 
that any accountant with any pretensions to knowledge 
of this Commission’s requirements would have told 
Lamb that he could not possibly go back into business 
unless he first infused some capital into his firm. Had 
the X-17A-5 report been filed as required, our staff 
would most assuredly have warned Lamb to stay out of 
business until he had enough capital to meet 
applicable requirements. Hence the financial reporting 
violation cannot be divorced from the net capital viola- 
tion. One led to the other. The case illustrates why 

“reports are an important part of the scheme of surveil- 
' lance and regulation under the Act.” Family Fund of 
New York, Inc., 42 S.E.C. 120, 121 (1964). 


47See n. 27, supra. 


“8Though the counsel on whose advice the respondents 
relied prosecuted their appeal to us from the NASD’s 
decision adverse to them and though he argued that 
case before us, he did not represent them in the pro- 
ceedings before the Association where they appeared 
without counsel. Nothing in the materials before us 
suggests that counsel knew of Lamb’s NASD dif- 
ficulties or of his commitment to the Association when 
counsei gave the advice that he did in January of 1975. 
We should think that counsel would have urged his 
clients to check with the NASD, had the clients 
familiarized their lawyer with the relevant history. 
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The fact that investors were unharmed is on the same 
footing. This is not a private action for money damages 
to redress a past injury to the plaintiff’s purse. It is a 
proceeding initiated by a public authority for the 
purpose of preventing future harm to the public 
interest“ In such a case actual loss if far from 
crucial 5° 





“Past misconduct is the essential predicate for 
liability. Once liability has been established, our 
concern is with the remedy. And there our orientation 
is to the future. Two questions are presented. The first 
is: What action is needed to protect investors from 
future harm at the particular respondent’s hands? 
Pertinent to that inquiry is the fact that the statute is 
drawn on the premise that past misconduct gives rise 
to an inference of probable future misconduct. See 
Foelber-Patterson, Inc., 12 S.E.C. 330, 336 (1942); A.J. 
White & Co., Securities Exchange Act Release No. 
10645 (February 15, 1974), 3 SEC Docket 550, 551-552; 
Arthur Lipper Corporation, Securities Exchange Act 
Release No. 11773 (October 24, 1975), 8 SEC Docket 
273, 281, aff’d in part and reversed in part, 547 F.2d 171 
(C.A. 2, 1976); Richard C. Spangler, Inc., Securities 
Exchange Act Release No. 12104 (February 12, 1976), 8 
SEC Docket 1257, 1266-1268. The second question is: 
What effect will our action or inaction have on 
standards of conduct in the securities business 
generally? As the Court of Appeals for the Second 
Circuit has recently observed, “The purpose of... 
sanctions must be to demonstrate not only to 
petitioners but to others that the Commission will deal 
harshly with egregious cases.” Arthur Lipper Corpora- 
tion v. S.E.C., 547 F.2d 171, 184 (C.A. 2. 1976). 


We are not unmindful of the Sixth Circuit’s sug- 
gestions that deference is an impermissible objective 
in proceedings of this character. Beck v. S.E.C., 430 
F.2d 673, 675 (C.A. 6, 1970). However, we repeat our 
previous announcement that “we respectfully disagree 
with .. . that case and decline to follow it.” Arthur 
Lipper Corporation, Securities Exchange Act Release 
No. 11773 (October 24, 1975), 8 SEC Docket 273, 286 n. 
69, aff'd in part and reversed in part, 547 F.2d 171 (C.A. 
2, 1976). We note in this regard that Beck has not been 
followed by other courts, that it has been described as 
a “sport” (Oakes, J., dissenting in Arthur Lipper 
Corporation v. S.E.C., 551 F.2d 915 (C.A. 2, 1977)), and 
that it is hard to square with the Supreme Court’s post- 
Beck decision in Butz v. Glover Livestock Commission 
Co., 411 U.S. 182 (1973). 


50As we said in another net capital case some years 
ago: “It is no defense that customers have not suffered 
actual loss. The exposure to the risk posed by viola- 
tions of the rule is in itself the abuse at which the rule 
is aimed.” Metropolitan Securities, Inc., 41 S.E.C. 365, 
368 (1963). 
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As for Lamb’s history in the securities business, its 
salient features are: 


(A) His apparent ability to function well when 
supervised; and 


(B) The speed with which he involved himself and 
others in serious difficulties as soon as he ventured 
into business for his own account. 


it follows that it is in the public interest, in the interest 
of investors, and in Lamb’s own interest to subject his 
future activities in the securities business to adequate 
supervisory control! The bar that the administrative 
law judge imposed achieves that end. We think that it 
does so in a way that strikes a judicious balance 
between the social interest in investor protection and 
Lamb’s legitimate self-interest in being able to 
continue to earn a livelihood in the calling that he has 
followed for many years.52 


XI. 


: ne 53 
An appropriate order will issue. 


By the Commission (Chairman WILLIAMS and 
Commissioners LOOMIS, EVANS and POLLACK). 


George A. Fitzsimmons 
Secretary 





‘Such control need not be perpetual. As we said in 
Applications for Relief from Disqualification, Securi- 
ties Exchange Act Release No. 11267 (February 26, 
1975), 6 SEC Docket 346: 


“The Commission recognizes that situations may exist 
where, in light of changed circumstances and after the 
passage of a period of time, it may appear appropriate 
to the Commission, in its discretion, to permit a dis- 
qualified individual or firm to have the disqualification 
lifted if, in general, the applicant can make a showing 
satisfactory to the Commission that re-entry into the 
securities business would be consistent with the 
public interest.” 


Judicial notice has been taken of our discretionary 
power to lift or modify disqualifications. Tager v. 
S.E.C., 344 F.2d 5, 9 (C.A. 2, 1965); Vanasco v. S.E.C., 
395 F.2d 349, 353 (C.A. 2, 1968); Hanly v. S.E.C., 415 
F.2d 589, 598 (C.A. 2, 1969); Fink v. S.E.C., 417 F.2d 
1058, 1060 (C.A. 2, 1969). Hence so-called permanent 
bars are actually bars of indefinite duration. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 14017/October 3, 1977 


Admin. Proc. File Nos. 3-4706 and 3-4789 
In the Matter of the Application of 

LAMB BROTHERS, INC. 

621 S.W. Morrison Street 

Portland, Oregon 


and 


CLYDE C. LAMB, JR. 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


In the Matter of 


LAMB BROTHERS, INC. 
621 S.W. Morrison Street 
Portland, Oregon 
(8-17965) 


CLYDE C. LAMB, JR. 

ORDER IMPOSING REMEDIAL SANCTIONS AND 
AFFIRMING DISCIPLINARY ACTION TAKEN BY 
REGISTERED SECURITIES ASSOCIATION 


‘On the basis of the Commission’s opinion issued this 
day, it is 


ORDERED that the registration of Lamb Brothers, Inc. 
as a broker and dealer be, and it hereby is, revoked; and 


it is further 





°2Appelants’ objections to the initial decision are over- 
ruled or sustained to the extent that they are incon- 
sistent or in accord with the views expressed in this 
Opinion. 


Many contentions have been urged on us in these two 
cases. Some of them have not been treated explicitly. 
This does not mean that we have ignored them. All 
points presented have been carefully considered. 


53Qur conclusions are based on the undisputed facts 


and on our view of their legal and ethical con- 
sequences. Hence there is no occasion to discuss the 
standard of proof that governs in proceedings of this 
character. 
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ORDERED that Clyde C. Lamb, Jr. be, and he hereby 
is, barred from association with any broker or dealer, 
with the proviso that he may apply to the Commission 
to become so associated in a non-proprietary, 
non-supervisory capacity upon a showing of adequate 
supervision; and it is further 


ORDERED that the disciplinary action taken by the 
National Association of Securities Dealers, Inc. 
against Lamb Brothers, Inc. and against Clyde C. 
Lamb, Jr. (including the Association’s assessment of 
costs) be, and it hereby is, in all respects affirmed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 14018/October 3, 1977 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to. strike from 
listing and registration the common stock, $1.00 par 
value, of Dejur-Amsco Corporation. 





SECURITIES EXHCHANGE ACT OF 1934 
Rel. No. 14019/October 3, 1977 


Orders have been issued granting the applications by 
Mark Controls Corporation, common stock, $1.00 par 
value and Overhead Door Corporation, common stock, 
$1.00 par value, for withdrawal from listing and 
registration on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14020/October 3, 1977 


In the Matter of 

BOSTON STOCK EXCHANGE, INC. 
53 State Street 

Boston, Massachusetts 02109 


(SR-BSE-77-2) 
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ORDER APPROVING PROPOSED RULE CHANGE 


On June 9, 1977, the Boston Stock Exchange, Inc, filed 
with the Commission, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the “Act”), as 
amended by the Securities Acts Amendments of 1975, 
and Rule 19b-4 thereunder, copies of a proposed rule 
change to amend a number of its Constitutional 
provisions concerning its Board of Governors (Art. Il), 
Exchange committees (Art. IX), transfer of member- 
ship (Art. XIll), Exchange Presidents’ duties (Art. XV), 
the binding effect of its rules (Art. XVII), meetings (Art. 
xxi), associate membership (Art. XXII) and market 
maker membership (Art. XXV).' 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 13642, (June 14, 
1977)) and by publication in the Federal Register (42 
Fed. Reg. 32598 (June 27, 1977)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular the require- 
ments of Section 6, and the rules and regulations 
thereunder? 





'The BSE filed Amendment No. 1 to this rule filing on 
August 17, 1977. That amendment adds in several pro- 
visions a general crossreference to the provisions of 
the Act concerning disciplinary actions and also 
deletes BSE Article XVII, Section 3 (concerning the 
binding effect of the Bylaws and Rules of the Boston 
Stock Exchange Clearing Corporation). 


?The Commission notes that minor changes are being 
made in BSE Article XX!I, Section 1 which currently 
provides for a limited class of membership without 
voting rights, known as associate members. This class 
of membership is created through reciprocal agree- 
ments between the BSE and the Philadelphia Stock Ex- 
change, Inc., and the BSE and the Montreal Stock Ex- 
change. The Commission has raised questions as to 
the consistency of this provision with the Act. (See 
Securities Exchange Act of 1934 Rel. No. 13027, 
December 1, 1976). In addition, the Commission at 
some future date may, in its continuing review of self- 
regulatory rules, determine that this provision does not 
provide “fair representation” for associate members in 
accordance with Section 6(b)(3) of the Act, or that this 
class of membership is too limited. Accordingly, the 
Commission finding that the amendments to Article 
XXIi, Section 1 which are contained in this proposal are 
consistent with the requirements of the Act is subject 
to such limitations. 
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i iT IS THEREFORE ORDERED, pursuant to Section 


19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14021/October 4, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities and 
Exchange Act of 1934 (“Exchange Act”) the single ten- 
day suspension of over-the-counter trading for the 
period commencing at 10:00 a.m. (EDT) on October 4, 
1977 and terminating at midnight (EDT) on October 13, 
1977 of the securities of Bernard Screen Printing 
Corporation (“Bernard”) a New York corporation with 
principal executive offices located at 2300 Marcus 
Avenue, New Hyde Park, New York 11043. 


The Commission ordered the suspension of trading in 
the securities of Bernard because of the lack of 
adequate, accurate and current public information 
about the company’s financial condition. Bernard filed 
a petition of bankruptcy under Chapter XI of the 
Federai Bankruptcy Act on April 13, 1977 in the United 
States District Court for the Eastern District of New 
York. The Commission has been advised that while 
the proceeding is still pending, a plan of arrangement 
was accepted by the Court on August 18, 1977. 


The Commission cautions broker-dealers, share- 
holders and prospective purchasers that they should 
carefully consider the foregoing information along with 
all other currently available information and any 
information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. 
lf any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not 
enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If 
any broker or dealer is uncertain as to what is required 
by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until 
such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. If 
any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14022/October 4, 1977 


The Securities and Exchange Commission announced 
today the institution of public administrative 
proceedings pursuant to Section 15(c)(4) of the 
Securities Exchange Act of 1934 (“Exchange Act”) with 
respect to Teledyne, Inc., 1901 Avenue of the Stars, 
Los Angeles, California, a company whose common 
and preferred stocks are registered with the 
Commission pursuant to Section 12 of the Exchange 
Act and listed for trading on the New York and Pacific 
Coast Stock Exchanges. 


The proceedings are based upon allegations of the 
Commission’s staff that Teledyne has failed to comply 
in material respects with the provisions of Section 
13(d) of the Exchange Act and the rules and regulations 
thereunder, in that Teledyne (except in two instances) 
failed to file and that it has caused certain of its 
subsidiaries to file statements required by Section 
13(d) which statements failed to identify Teledyne as a 
beneficial owner within the meaning of the Act and 
omitted: material information required statements in 
light of the circumstances under which they were 
made, not misleading. 


The purpose of these proceedings will be to determine 
whether the allegations set forth by the staff are true 
and to afford Teledyne an opportunity to present 
explanations concerning the matters set forth in the 
Commission’s order and to determine whether 
Teledyne has failed to comply with the provisions of 
Section 13(d) of the Exchange Act and the rules and 
regulations thereunder and, if so, whether an order 
requiring compliance should be issued. 


Specifically, it is alleged that: 


A. Teledyne is a diversified industrial corporation 
which produces and sells a wide variety of industrial, 
aviation related, electronics and specialty metal 
products and owns several companies which engage in 
the insurance and financial business. 


B. Teledyne was founded in 1960 by Dr. Henry E. 
Singleton who has served as its Chief Executive Officer 
and Chairman of the Board since its inception. Dr. 
Singleton owns in excess of six percent of Teledyne’s 
outstanding common stock. Dr. Singleton’s percent- 
age ownership to Teledyne’s outstanding common 
stock has increased over the past five years from 
approximately two percent to slightly more than six 
percent largely due to purchases by Teledyne of its 
own stock which purchases were authorized by 
Teledyne’s three member executive committee at the 
instigation of Dr. Singleton, a member of the 
committee. Since September, 1972, Teledyne has 
reduced its outstanding common stock to about 11 
million shares from 37 million. 
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C. George H. Roberts is the president of Teledyne 
and a member of the Board of Directors. Kenneth E. 
Dunn is an employee of Teledyne, holding the position 
of Director of Investments for Teledyne. 


D. In addition to Teledyne itself, the significant com- 
panies owned by Teledyne which engage in the 
financial and insurance business (the ‘‘Teledyne 
Group’’) and which are relevant to this proceeding are 
as follows: 


(1) Teledyne Financial Corporation (“Teledyne Finan- 
cial’’), a California corporation wholly-owned by 
Teledyne whose principal activity is holding the stock 
of its subsidiaries; 


(2) Argonaut Insurance Company (‘‘Argonaut’’), a 
California corporation wholly-owned by Teledyne Fi- 
nancial primarily engaged in the business of under- 
writing casualty insurance, and which wholly-owns the 
following subsidiaries: 


(a) Trinity Universal Insurance Company (‘‘Trinity’’), 
a Texas corporation which is primarily engaged in the 
business of underwriting property and casualty insur- 
ance; 


(b) Argonaut-Midwest Insurance Company 
(‘‘Argonaut-Midwest’’), an Illinois corporation, pri- 
marily engaged in the business of underwriting 
property and casualty insurance; 


(c) Great Central Insurance Company (‘‘Great 
Central’’), an Illinois corporation, primarily engaged 
in the business of underwriting property and casualty 
insurance. 


(3) Unicoa Corporation (‘‘Unicoa’’), a Nevada corpora- 
tion 95.3 percent owned by Teledyne Financial whose 
principal activity is the ownership of United Insurance 
Company of America; 


(4) United Insurance Company of America (‘‘U- 
nited’’), an Illinois corporation primarily engaged in 
the business of writing life and accident and health 
insurance; 


(5) UIC Investment, Inc. (‘‘UIC’’), a Nevada corpora- 
tion whose principal activity is investing in securities. 
UIC is a subsidiary of Trinity and United. 


E. The Teledyne Group invests available funds under 
the direction and control of Dr. Singleton who in most 
instances is principally responsible for the investment 
and, in the case of equity securities, voting decisions. 
As of December 31, 1975, the funds of the Teledyne 
Group identified above were primarily invested in debt 
securities and real estate. In 1976 the Teledyne Group 
commenced substantial purchases of equity securities. 
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These purchases have continued up to the present. 
The purchases of equity securities of fourteen issuers 
have been of such magnitude as to require the filing 
with the Commission of Schedule 13D’s and amend- 
ments thereto pursuant to Section 13(d) of the 
Exchange Act. The Schedule 13D’s and amendments 
thereto were so filed by the companies within the 
Teledyne Group and where, as was generally the case, 
the purchases were made for the accounts of more 
than one company, the initial filings and amendments 
were jointly made by the acquiring Teledyne subsi- 
diaries. Teledyne itself, however, did not make such 
joint filings except with respect to the purchase of 
some common stock of Walter Kiddie & Company, 
Inc. for its own account and with respect to the 
common stock of Colt Industries, Inc. acquired as a 
result of a merger into Colt of a company whose stock 
Teledyne had previously held. In those cases Teledyne 
made joint filings with its subsidiaries. The Schedule 
13D filings and amendments thereto in question were 
made during the period from March 11, 1976 through 
April 8, 1977 with respect to the following securities: 

Brockway Glass Company, Inc. - common stock; Colt 
Industries, Inc. - common stock and $4.25 Series D 
Cumulative Convertible Preferred Stock; Curtiss- 
Wright Corporation - common stock; Eltra Corporation 
- common stock; Federal Paper Board Company, Inc. - 
common stock; GAF Corporation common stock and 
$1.20 Convertible Preferred Stock; Gould, Inc. - $1.35 
Cumulative Convertible Preferred Stock; H. J. Heinz 
Co. - $1.70 Third Cumulative Preferred Stock; Litton 
Industries, Inc. - common stock; National Can 
Corporation - common stock; Reichhold Chemicals, 
inc. - common stock and $2.36 Cumulative Convertible 
Stock; TRW, Inc. - $4.40 Cumulative Convertible 
Serial Preferred II, Series |, No Par Preferred Stock; 
Walter Kidde & Company, Inc. - common stock and 
$4.00 Cumulative Convertible Preferred Stock, Series 
Co. 


F. These Schedule 13D’s and amendments thereto are 
signed by officers of the companies except that the 
Argonaut-Midwest filings are signed by its Chairman 
of the Board. Under the description of the filing com- 
pany, its subsidiary relationship to Teledyne is identi- 
fied, but no specific contracts, arrangements or under- 
standings with Teledyne, the parent company, with 
respect to acquiring, disposing of, holding or voting 
the securities is disclosed, and the filings specifically 
deny that the filing company has any contracts, 
arrangements, or understandings with any person with 
respect to securities of the issuers. Significantly, the 
filings conceal that Dr. Singleton principally makes the 
investment and voting decisions with respect to the 
securities. Dr.’s Singleton and Roberts are identified 
along with others in schedules accompanying the 
filings of the subsidiaries as directors of the subsi- 
diaries, and in the case of Roberts, as an officer of 
Argonaut, Trinity and Great Central, but no 
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relationship to UIC is disclosed. Even the filings made 
by Teledyne itself with respect to the common stocks 
of Walter Kidde & Company, Inc. and Colt Industries, 
Inc. are signed by either a vice-president or treasurer 
of Teledyne, not by Dr. Singleton. 


G. All of these above-described filings stated that the 
purchases were for investment. 


H. All of these above-described filings failed to 
disclose that: 


(1) An arrangement exists between the filiing com- 
panies and Teledyne with respect to the securities of 
the issuer, whereby, although the purchases securities 
are held In the accounts of the various subsidiary com- 
panies, the decisions to purchase these securities and 
all investment and voting decisions with respect to 
them are not made by the filing companies, but rather 
are made principally by Dr. Singleton, the chief execu- 
tive officer of Teledyne, whose investment and voting 
decisions are carried out at Teledyne headquarters by 
Teledyne personnel, and the filing companies are noti- 
fied of the decision or transaction made with respect to 
their portfolio securities after the decisions are made 
and executed. Specifically, while the investment and 
voting decisions are supposedly made for each filing 
company by a three member investment committee 
which in each case is composed of Dr. Singleton’ Dr. 
Roberts, and one other individual, in fact Dr. 
Singleton makes the decisions with respect to the 
specific purchases reported in the filings and there- 
after retained and exercised power and authority to 
vote and dispose of the stock. To wit, the staff’s inves- 
tigation reveals that: Dr. Singleton made the deci- 
sions and the other investment committee members 
learned of those decisions after they had been carried 
out as, Dr. Singleton testified, “a matter of record- 
keeping so he [member of investment committee] sees 
what the investments were in.’’ Indeed, when asked to 
identify the third members of each of the committees 
(other than Roberts and himself) Dr. Singleton was 
unable to do so noting that ‘‘It’s in the records some- 
where.’’ Dr. Roberts testified that as to decisions to 
make “particular investments—that is the number of 
shares, the amount of money to put into it, to buy one 
particular company’’, that ‘‘Dr. Singleton would make 
those exclusively’’ and he (Roberts) is notified or 
becomes aware of it only ‘‘after the investment had 
been made.’’ As to each of the purchases which are 
the subject of the filings with the Commission, Roberts 
stated that ‘‘Dr. Singleton in every case’’ made the 
specific investment decision. 


(2) Teledyne, by virtue of its voting and investment 
power over the securities which are the subject of the 
Teledyne Group’s filings with the Commission, is a 


beneficial owner of said securities within the meaning 
of Section 13(d) of the Exchange Act. 


1. Of all of the above-described filings all but the 
Schedule 13D filed with respect to the common stock 
of Litton Industries, Inc. and Amendment No. 1 to the 
Schedule 13D filed with respect to the common stock 
of Walter Kidde & Company, Inc. failed to disclose 
the officers, directors, and control persons of Teledyne 
which controls the filing companies. 


J. The above-described filings also failed to disclose 
that Teledyne is the beneficial owner of a material 
number of additional shares of the common stocks of 
Brockway Glass Company, Inc. and Colt Industries, 
Inc., which shares are held in the accounts of Teledyne 
employees pension funds administered by the Melion 
Bank of Pittsburgh as trustee but over which Teledyne 
Exercises investment power. 


K. Additionally, while the Teledyne Group acquired 
more than 10 percent of several of the classes of the 
equity securities described in paragraph E above 
during 1976 and the first few months of 1977, and 
while Teledyne through Dr. Singleton directs the ac- 
quisition, holding, disposition and voting of said 
securities, no filings were made pursuant to Section 
16(a) of the Exchange Act by Teledyne or its subsi- 
diaries until June, 1977. Thus, disclosure by Teledyne 
was avoided and this failure to file pursuant to Section 
16(a) of the Exchange Act helped to conceal the 
continuing violations of Section 13(d) by Teledyne and 
the Teledyne Group. 


L. Only after having been advised by the staff that 
this matter involved an enforcement action were the 
filings made under Section 13(d) with respect to all of 
the issuers, except Brockway Glass Company, Inc., 
amended and certain filings under Section 16(a) of the 
Exchange Act made. These amendments under 
Section 13(d) of the Exchange Act were filed on June 
10, 1977 with respect to the common and preferred 
stocks of Colt Industries, Inc. and the common stock 
of Curtiss-Wright Corporation and on June 22, 1977 
with respect to the other issuers, except that no 
amendments whatsoever were filed with respect to the 
common stock of Brockway Giass Company, Inc. These 
amended filings continue to conceal the arrangement 
which actually exists between the filing companies ard 
Teledyne which should have been disclosed under 
Item 6. Under Item 5 which requires disclosure of ‘‘In- 
terest in Securities of Issuer’’ the Teledyne Group 
states: 
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“‘Under Exchange Act Release No. 13291 (effective 
August 31, 1977), Teledyne, Inc. may also be deemed 
to be a beneficial owner of the shares reported here- 
under for purposes of Section 13(d) of the Securities 
Exchange Act of 1934. Trinity, UIC, Great Central, 
Midwest, and Argonaut are subsidiaries of Teledyne, 
Inc., and Teledyne controls the election of the 
members of their Boards of Directors. Investment and 
voting decisions have been made pursuant to authority 
given to an Investment Committee for each person 
named in Item 2, which Committee is composed in 
each case of the Chairman of the Board and President 
of Teledyne, Inc. (who are also members) of the Board 
of Directors of each such persons) and one other indi- 
vidual.’’ 


Such filings continue to omit material facts, viz. that 
the Teledyne Group’s purchase, allocation, saic and 
voting decisions are directed and controlled by 
Teledyne through Dr. Singleton, and that, despite the 
existence of the respective investment committees, 
such committees serve no function in the investment 
process for the Group. 


As stated above, the filings made with respect to the 
common stock of Brockway Glass Company, Inc. have 
not been amended to make the above-quoted state- 
ment. 


M. On June 20, 1977, Teledyne filed several Forms 3 
under Section 16(a) as to those classes of equity 
securities in which the Teledyne Group had acquired 
more than 10 percent of the outstanding stock. These 
filings failed to disclose under Item 7 the dates of the 
events requiring the filings of the statements which, in 
the matter of Teledyne, are the dates on which the 
Teledyne Group acquired more than 10 percent of the 
classes of securities. The Forms 3 declared that ‘‘the 
filing of this statement shail not be construed as an 
admission that Teledyne, Inc. is for the purpose of 
Section 16(a) a beneficial owner of any equity securi- 
ties covered by this statement.’’ Teledyne failed at 
that time to file any Forms 4 showing the changes in 
beneficial ownership that occurred after the date on 
which the Teledyne Group acquired more than 10 
percent of the class of equity securities, a date which, 
as noted above, was not disclosed on the Forms 3. 


N. On June 29, 1977, after having been advised by the 
staff that they were still not in compliance with Section 
16(a), Teledyne filed new Forms 3 which disclosed the 
dates on which more than 10 percent of the classes of 
the securities had been acquired. Teledyne also filed 
for the first time Forms 4 showing the changes in 
beneficial ownership that occurred after the date on 
which more than 10 percent of the class of securities 
had been acquired. The Forms 3 and 4 disclaimed that 
Teledyne is in fact a beneficial owner of the securities. 
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Such reports do not Include holdings in Brockway 
Glass Company, Inc. in the accounts of Teledyne 
employees pension funds (paragraph I! J above). 


A public hearing will be scheduled to take place at the 
offices of the Securities and Exchange Commission, 
10960 Wilshire Boulevard, Suite 1710, Los Angeles, 
California 90024. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14023/October 4, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 


File No. SR-CBOE-77-17 


The Chicago Board Options Exchange, Incorporated 
(“CBOE”) submitted on September 12, 1977 a 
proposed rule change under Rule 19b-4 to amend its 
so-called ‘‘reportable position report’’ requirements to 
reflect the initiation of puts trading on the Exchange, 
including changing the present reporting threshold 
from 100 contracts of the same option class to 400 con- 
tracts on the same side of the market for the same 
underlying security. 


Publication of the submission is expected to be made 
in the Federal Register during the week of October 2, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are Invited to submit written data, views and argu- 
ments concerning the submittsion within 21 days from 
the date of publication in the Federal Register. Per- 
sons desiring to make written submissions shouid file 
six copies thereof with the Secretary of the Commis- 
sion, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CBOE-77-17. 


Coples of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 


Release No. 14024/October 4, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PACIFIC STOCK EXCHANGE INCORPOR- 
ATED 


File No. SR-PSE-77-28 


The Pacific Stock Exchange Incorporated (‘‘PSE’’) 
submitted on September 16, 1977 a proposed rule 
change under Rule 19b-4 to amend its so-called ‘‘re- 
portable position report’’ requirements to reflect the 
initiation of puts trading on the Exchange, including 
changing the present reporting threshold from 100 
contracts of the same option class to 200 option con- 
tracts on the same side of the market for the same 
underlying security. 


Publication of the submission is expected to be made 
in the Federal Register during the week of October 2 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and argu- 
ments concerning the submission within 21 days from 
the date of publication in the Federal Register. 
Persons desiring to make written submissions should 
file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR-PSE-77-28. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W:, Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14025/October 4, 1977 


NOTICE OF FILING OF AMENDMENT NO. 1 TO A 
PROPOSED RULE CHANGE BY THE AMERICAN 
STOCK EXCHANGE, INC. 






File No. SR-Amex-77-16 


The American Stock Exchange, Inc. (‘‘Amex’’) sub- 
mitted on September 15, 1977, Amendment No. 1 to a 
proposed rule change filed pursuant to Rule 19b-4. 
The proposal as initially filed was published for public 
comment in the Federal Register (42 FR 37262 (July 
20, 1977)). This proposed rulé change and Amendment 
No. 1 thereto would change the Amex’s so-called ‘‘Re- 
portable position report’’ requirements under Amex 
Rule 906 for option trading, including changing the 
reporting threshold from 100 contracts of the same 
option class to 200 contracts on the same side of the 
market for the same underlying security. 


Publication of the Amendment is expected to be made 
in the Federal Register during the week of October 2, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and 
arguments concerning the submission within 21 days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-Amex-77-16. 
Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14026/October 4, 1977 


An order has been issued granting the application of 
the Philadelphia Stock. Exchange, Inc. for unlisted 
trading privileges in the common stock, $1.00 par 
value, of GDV, Inc. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14027/October 4, 1977 


An order has been issued granting an application by 
Frequency Sources, Inc. to withdraw its common stock 
$.10 par value from listing and registration on the 
Boston Stock Exchange. 











SECURITIES EXCHANGE ACT OF 1934 
Release No. 14028/October 5, 1977 


Admin. Pro. File No. 3-5188 
In the Matter of 
EDWARD C. JAEGERMAN 


Rules of Practice- 
Rule 2(e) 


ORDER ACCEPTING RESIGNATION OF ATTORNEY 
FROM PRACTICE BEFORE THE COMMISSION 


in this proceeding pursuant to Rule 2(e) of the com- 
mission’s Rules of Practice, Edward C. Jaegerman, an 
attorney, has submitted his resignation from practice 
before the Commission. Under an order previously 
issued by the Commission, Mr. Jaegerman was tem- 
porarily suspended pursuant to Rule 2(e)(3) from prac- 
tice before the Commission.’ This order was based on 
the fact that on October 19, 1976, the Commission had 
found that Mr. Jaegerman had willfully aided and 
abetted violations of Section 10(b) of the Securities Ex- 
change Act of 1934 and Rule 10b-5 promulgated there- 
under. The Commission subsequently denied a peti- 
tion by Mr. Jaegerman to lift the temporary suspen- 
sion and ordered that a public hearing be held on the 
question of the ultimate remedial action, if any, to be 
taken? 





"However, the Commission determined that the public 
interest did not require that Mr. Jaegerman be pro- 
hibited from appearing or practicing before the Com- 
mission pending his timely filing of a petition to lift the 
temporary suspension and pending a determination by 
the Commission whether to lift the temporary 
suspension or to set the matter down for a hearing or 
both. 


*The Commission also ordered that Mr. Jaegerman be 
permitted to appear and practice before it until the 
entry of an administrative law judge’s initial decision or 
until such decision was waived. 
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The Commission has determined that it is not 
inconsistent with the public interest to accept Mr. 
Jaegerman’s resignation. 


Accordingly, IT 1S ORDERED that Mr. Jaegerman’s 
resignation from appearance or practice before this 
Commission be, and the same hereby is, accepted, 
and that no further proceedings be had in this matter. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20191/September 30, 1977 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 


(70-6039) 


ORDER AUTHORIZING ISSUE AND SALE OF 
NOTES TO BANKS AND TO A DEALER IN COM- 
MERCIAL PAPER AND GRANTING REQUEST FOR 
EXCEPTION FROM COMPETITIVE BIDDING 


Appalachian Power Company (‘‘Appalachian’’), an 
electric utility subsidiary company of American 
Electric Power Company, Inc., a registered holding 
company, has filed an application and amendments 
thereto with this Commission pursuant to Section 6(b) 
of the Public Utility Holding Company Act of 1935 
(‘‘Act’’), and Rules 50(a)(2) and 50(a)(5) promulgated 
thereunder regarding the following proposed transac- 
tions. 


Appalachian requests that, from the date of the 
granting of this application to December 31, 1978, the 
exemptiom from the provisions of Section 6(a) of the 
Act afforded to it by the first sentence of Section 6(b) 
of the Act, relating to the issue of short-term notes, be 
increased to the extent necessary to cover the issuance 
and sale of notes to banks and to dealers in commer- 
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cial paper in an aggregate amount not to exceed 
$175,000,000 outstanding at any one time. In no event 
will the amount outstanding be in excess of the 
maximum amount allowable both under its Articles of 
Incorporation and the consent granted by its Cumula- 
tive Preferred stockholders permitting an increase in 
the amount of unsecured short-term debt that Appala- 
chian may incur. The notes are to be issued from time 
to time prior to January 1, 1979, as funds are required, 
provided that none of the notes or commercial paper 
will mature later than June 30, 1979. As of August 17, 
1977, Appalachian had short-term notes, including 
commercial paper, outstanding in an aggregate 
amount of $13,300,000. A maximum of approximately 
$175,000,000 of short-term notes is anticipated to be 


outstanding at any one time during the instant 
authorization period. 
Appalachian proposes to issue and sell such 


short-term notes to 72 banks with lines of credit in an 
aggregate amount of $275,320,000. Each note payable 
to a bank to be issued by Appalachian will mature not 
more than 270 days after the date of issuance or re- 
newal thereof, will bear interest at an annual rate of 
interest not greater than the prime rate of commercial 
banks in effect at the time of issuance or in effect from 
time to time and will be prepayable at the time 
without premium or penalty. In the case of 60 of the 
banks with lines of credit aggregating $42,320,000, 
Appalachian maintains deposit balances for its 
operating and financial needs in amounts sufficient to 
satisfy any compensating balance requirements in con- 
nection with such borrowings. If the average of such 
deposit balances were maintained solely in order to 
fulfill the prevailing compensating balance require- 
ments of such banks, generally up to 20%, the effec- 
tive interest cost to Appalachian of the issuance and 
sale of such notes to such banks would be approxi- 
mately 1.75% above a prime commercial rate of 7%, 
or 8.75%. In the case of 12 banks with lines of credit 
aggregating $233,000,000, Appalachian will be 
required to maintain compensating balances, or, alter- 
natively, pay a fee, equivalent generally to no more 
than 10% of the amount of any borrowings. If the full 
amount were borrowed from these banks, the maxi- 
mum effective interest cost to Appalachian would be 
approximately 1.75% above a prime rate of 744%, or 
8.75%. 


Appalachian also proposes to issue commercial paper 
in the form of promissory notes in denominations of 
not less than $50,000 nor more than $5,000,000, which 
will be of varying maturities, with no maturity more 
than 270 days after the date of issue and none will be 
prepayable prior to maturity. The commercial paper 
notes will be sold directly by Appalachian to Lehman 
Commercial Paper Incorporated (the “dealer”) at a 
discount rate not in excess of the discount rate per 
annum prevailing at the time of issuance for commer- 
cial paper of comparable quality and maturity. No 


commercial paper notes will be issued having a 
maturity of more than 90 days is such commercial 
paper notes would have an effective interest cost 
which exceeds the effective interest cost at which 
Appalachian could borow from banks. The dealer will 
reoffer the commercial paper notes to not more than 
200 of the dealer’s customers identified and desig- 
nated in a nonpublic list prepared by the dealer in 
advance, at a discount rate of 1/8 of 1% per annum 
less than the discount rate to Appalachian. It is ex- 
pected that such customers of the dealer will hold the 
commercial paper prior to maturity, but, if any such 
customer wishes to resell such commercial paper prior 
to maturity, the dealer, pursuant to a verbal repur- 
chase agreement, will repurchase such commercial 
paper sold by it and reoffer it to other customers on its 
nonpublic list. 


The proceeds from the issue and sale of the notes will 
be used by Appalachian to reimburse its treasury for 
past expenditures made in connection with its 
construction program and to pay part of the cost of its 
future construction program. Such construction expen- 
ditures for the years 1977 and 1978 are estimated at 
approximately $280,000,000 and $400;000,000, respec- 
tively. 


Appalachian claims exception from the competitive 
bidding requirements of Rule 50 for the proposed 
issuance of notes to banks pursuant to paragraph 
(a)(2) thereof. Additionally, Appalachian requests 
exception from the competitive bidding requirements 
of Rule 50 for the proposed issue and sale of its 
commercial paper pursuant to paragraph (a)(5) thereof 
on the ground that it is not practicable to invite com- 
petive bids for commercial paper. 


Expenses of approximately $12,000 are to be incurred 
in connection with the proposed transactions. The 
State Corporation Commission of Virginia has 
authorized the proposed transactions and no other 
state or federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 20151), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of in- 
vestors and consumers that said application, as 
amended, be granted: 


IT IS ORDERED, pursuant to the applicable standards 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted forthwith, 
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subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act, except that certificates 
thereunder shall be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20192/October 3, 1977 


In the.Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


(70-6053) 


ORDER AUTHORIZING CAPITAL CONTRIBUTIONS 
BY HOLDING COMPANY TO SUBSIDIARY 


Pennsylvania Electric Company (‘‘Penelec’’), an elec- 
tric utility subsidiary company of General Public Utili- 
ties Corporation, a registered holding company, has 
filed a declaration with this Commission pursuant to 
Section 12(b) of the Public Utility Holding Company 
Act of 1935 (‘‘Act’’) and Rule 45 promulgated there- 
under regarding the following proposed transaction. 


Penelec requests that it be authorized to make, from 
time to time during 1977, cash capital contributions to 
its subsidiary, Nineveh Water Company (‘‘Nineveh’’), 
of up to $200,000. It is stated that Penelec has made 
cash contributions of $27,000 to Nineveh through 
August 30, 1977, and anticipates making further 
capital contributions of up to $23,000 before Septem- 
ber 30, 1977, such contributions being exempted from 
Commission approval pursuant to Rule 45(b)(4). 


The $200,000 cash capital contributions will be utilized 
by Nineveh for the purpose of financing its business as 
a public utility, including the restoration of service and 
the repair of facilities damaged by the Johnstown, 
Pennsylvania flood which occurred in July, 1977. The 
estimated damages suffered by Nineveh as a result of 
the flood, not covered by insurance, for which funds 
will be required during the balance of the year 1977 
include $50,000 for the restoration of service and 
$100,000 for increased operating costs. Nineveh also 
requires $50,000 cash capital contributions during the 
year 1977 in connection with its normal operations, 
resulting in total capital cash contribution require- 
ments of $200,000 during 1977. 
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The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $3,600, 
including legal fees of $1,500. No state commission 
and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 20164), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of in- 
vestors and consumers that said declaration be per- 
mitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration 
be, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the division of Corporate Re- 


gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20193/October 3, 1977 


In the Matter of 


MONONGAHELA POWER COMPANY 
1310 Fairmont Avenue 
Fairmont, West Virginia 26554 


THE POTOMAC EDISON COMPANY 
Downsville Pike 
Hagerstown, Maryland 21740 


WEST PENN POWER COMPANY 
800 Cabin Hill Drive 
Greensburg, Pennsylvania 15601 


(70-6058) 


NOTICE OF PROPOSED ISSUANCE OF PROMIS- 
SORY NOTES TO COUNTY IN CONNECTION 
WITH FINANCING OF POLLUTION CONTROL 
FACILITIES 
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Monongahela Power Company (‘‘Monongahela’’), The 
Potomac Edison Company (‘‘Potomac’’), and West 
Penn Power Company (‘‘West Penn’’), each wholly- 
owned electric utility subsidiaries of Allegheny Power 
System, Inc., a registered holding company, have filed 
a declaration and amendments thereto with this Com- 
mission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) designating Sections 
6(a) and 7 of the Act and Rule 50 promulgated there- 
under as applicable to the following proposed trans- 
actions. All interested persons are referred to the 
declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


Monongahela, Potomac, and West Penn (collectively, 
the ‘‘Companies’’) propose to finance certain air and 
water pollution control equipment and facilities 
including a flue gas desulfurization system, associated 
sludge disposal and handling facilities, lime unloading 
handling and storage facilities, precipitators, fly ash 
handling systems, cooling water facilities, waste water 
treatment facilities and associated land, interests in 
land and equipment (collectively, the ‘‘Facilities’’) 
now under construction at the Pleasants Power Station 
(‘‘Pleasants’’) located in Pleasants County, West 
Virginia. The Facilities are required to meet air and 
water quality standards in effect under federal and 
state regulations. Pleasants will have, when 
completed, two 262,000 kw (net) steam electric gener- 
ating units which are scheduled for commercial opera- 
tion in March of 1979 and March of 1980. Pleasants is 
owned jointly by Monongahela, Potomac and West 
Penn as tenants in common. Monongahela owns 25%, 
Potomac owns 30%, and West Penn owns 45% of 
Pleasants. it is stated that the estimated cost of the 
Facilities, when completed, is expected to be in excess 
of $200 million. As of December 31, 1977, the 
Companies expect to have expended approximately 
$70 million in connection with the Facilities. 


To finance construction of the Facilities, the Com- 
panies propose to issue nonnegotiable secured 
pollution control notes (collectively, the ‘‘Notes’’) 
pursuant to a Pollution Control Financing Agreement 
(‘‘Agreement’’) with Pleasants County, West Virginia 
(‘‘County’’). The County will issue and sell its tax- 
exempt pollution control revenue bonds (the ‘‘Bonds’’) 
in an aggregate principal amount not to exceed 
$100,000,000 and the issues in respect of Monon- 
gahela’s, Potomac’s, and West Penn’s interest in 
Pleasant’s will not exceed $25,000,000, $30,000,000, 
and $45,000,000, respectively. The Bonds will be 
issued and sold in one or more series with a maturity 
of not less than five nor more than forty years. The 
Bonds in respect of each Company’s interest will be 
isssed under separate trust indentures (collectively, 
the ‘‘Indentures’’) between the County and a trustee, 
and will be sold in one or more series, at such times, 
in such principal amounts, at such interest rates, and 


for such prices as shall be approved by that Company. 
The Indentures provide that the proceeds of the sale of 
the Bonds shall be applied to the cost of the Facilities. 
The proceeds to be received by each Company from 
the sale of the Bonds will be added to each Company’s 
general funds to reimburse the treasury of each 
Company for expenditures made or to be made in con- 
nection with the Facilities. 


It is stated that concurrently with the issuance of each 
series of Bonds, each Company will execute and 
deliver its nonegotiable pollution control note or notes 
corresponding to such series of Bonds with respect to 
principal amount, interest rate and redemption 
provisions. Installments of principal on such notes will 
correspond to mandatory sinking fund payments and 
stated maturities with respect to the Bonds. Payments 
on the Notes will be made to the trustees under the 
Indentures and applied by the trustees to pay the 
maturing principal, interest, redemption prices and 
other costs on the Bonds as the same become due. The 
Companies also propose to pay trustees fees or other 
expenses incurred by the County. Each Company’s 
notes will provide for prepayment of principal corres- 
ponding with the redemption provisions of the related 
bonds. The obligations of each Company to pay for its 
interest in the Facilities is several and not joint, and 
the notes delivered by each Company are the 
obligations solely of that Company. Each Company’s 
notes will be secured by a lien on that Company’s 
portion of the Facilities. Said lien will be created by a 
separate Deed of Trust and Security Agreement 
(‘‘Deed of Trust’’) between each Company and a 
trustee, will be for the benefit of the holders of the 
Bonds, and will be subject to the lien of such 
Company’s first mortgage, as supplemented and 
amended. 


It is stated that the Bonds will bear interest 
semi-annually at rates to be determined. The Bonds 
will be secured by the Notes and by the assignment, 
pursuant to the Indentures, of the County’s right, title 
and interest in the Agreement. The Bonds will be 
issued pursuant to the Indentures. It is proposed that 
the Bonds will be subject to redemption at any time on 
or after 10 years from the date of issuance, in whole or 
in part, at the option of the Companies, initially with a 
premium of 3% of the principal amount and declining 
by % of 1% thereafter. The Bonds will be entitled to 
the benefit of mandatory redemption sinking funds 
calculated to retire prior to maturity not less than 25% 
of the aggregate principal amount of the bonds in 
respect of each Company. 


It is not possible to ascertain in advance precisely the 
interest rate which may be obtained in connection with 
the issuance of the Bonds. However, the Companies 
have been advised that tax-exempt bonds such as 
these have historically carried an annual interest rate 
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approximatiey two percent lower than comparable 
taxabie long-term corporate bonds. The maximum 
amount of Bonds that are expected to be sold to 
finance the Facilities and, consequently, the principal 
amount of the pollution control notes may be adjusted 
downward prior to the date of issue. 


It is expected that the County will engage Goldman, 
Sachs & Co. to provide financial advice and, together 
with such other underwriters as may be designated, 
underwrite the sale of the Bonds. Fees, commissions 
and expenses of the underwriters and legal counsel 
will be included in the total cost of the Facilities. The 
Companies have been informed that the County has 
legal authority to issue tax exempt revenue bonds in 
accordance with the proposed documents. 


The Companies request exception from the 
competitive bidding requirements of Rule 50 for the 
proposed issuance of the Notes pursuant to paragraph 
(a)(5) thereof. 


The Public Utilities Commission of Ohio has 
jurisdiction over the proposed issuance of the pollution 
control notes by Monongahela; the Public Utility 
Commission of Pennsylvania has jurisdiction over the 
proposed issuance of the pollution control notes by 
West Penn; the State Corporation Commission of 
Virginia and the Public Service Commission of 
Maryland has jurisdiction over the Proposed issuaace 
of the pollution control notes by Potomac; the Public 
Service Commission of West Virginia has jurisdiction 
over the proposed execution and delivery of a Deed of 
Trust by Monongahela and Potomac. The Air Pollution 
Control Commission of the State of West Virginia will. 
be required to certify that the Facilities are being 
constructed and installed for water and air quality 
purposes. No other State or Federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 

A statement of the fees and expenses to be incurred in 
connection with the proposed transactions will be 
supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 28, 1977, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order .a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the declarant at the above stated addresses, and proof 
of service (by affidavit or, in the case of an attorney at 
law, by certificate) should be filed with the request. At 
any time after said date, the declaration, as filed or as 
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it may be amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations permitted under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20194/October 4, 1977 


In the Matter of 


MISSISSIPP! POWER COMPANY 
Gulfport, Mississippi 


(70-6044) 
ORDER RELEASING JURISDICTION 


By an order dated September 20, 1977 (HCAR No. 
20180), the Commission authorized Mississippi Power 
Company (‘‘Mississippi’’), a wholly-owned electric 
utility subsidiary of The Southern Company, a 
registered holding company, to enter into a sales 
agreement (the ‘‘Agreement’’) with Jackson County, 
Mississippi (the ‘‘County’’) providing for the 
construction and equipment of pollution control 
facilities (the ‘‘Project’’) by thé County for the 
issuance by the County of pollution contro! revenue 
bonds (the ‘‘Revenue Bonds’’) in an aggregate 
principal amount not to exceed $19,000,000 and for the 
issuance of a separate issue of revenue bonds (the 
‘*Small Issue Bonds’’) in an aggregate principal 
amount of $1,000,000 for the purposes of paying the 
cost of acquisition and construction of certain other 
pollution control facilities (the ‘‘Small Issue Project’’). 
The proceeds derived from the sale of the Bonds will 
be deposited with a Trustee pursuant to an Indenture 
to be entered into between the County and the 
Trustee. The Agreement provides for the sale of the 
Project to Mississippi on a semi-annual installment 
payment basis over a term of years, and for the 
assignment to the Trustee of the County’s interest in, 
and of the moneys receivable by the County under the 
Agreement. The Agreement provides for a purchase 
price of such amount, including interest thereon, as 
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shall be sufficient (together with other moneys held by 
the Trustee under the Indenture for that purpose) to 
pay the principal of, premium, if any, and interest on 
the Revenue Bonds as the same become due and 
payable. Mississippi will enter into a separate 
installment sale agreement (the ‘‘Small Issue 
Agreement”) and indenture with respect to the Small 
Issue Bonds which will be substantially similar to the 
Agreement and Indenture relating to the Revenue 
Bonds. To secure its obligations under the Agreement 
and the Small issue Agreement, Mississippi proposes 
to deliver to the Trustee, to be held as collateral, two 
series of first mortgage bonds (the ‘‘Collateral 
Bonds’’) in principal amount equal to the principal 
amount of the Revenue Bonds and Small Issue Bonds, 
respectively. The Collateral Bonds will bear interest at 
arate equal to the interest rate per annum to be borne 
by the Revenue Bonds and Small Issue Bonds, will 
mature on the maturity date of such Bonds, and will 
be non-transferable by the Trustee. In the order of 
September 20, 1977, the Commission reserved 
jurisdiction with respect to the installment payment 
obligations to be undertaken by Mississippi pursuant 
to the agreements with the County, insofar as such 
payments are affected by the effective interest rate or 
rates of the Bonds or Small Issue Bonds to be sold in 
connection with these transactions. 


Mississippi has now filed a post-effective amendment 
to its application-declaration stating that the County 
has sold $18,000,000 of the Bonds and $1,000,000 of 
the Small Issue Bonds, both issues maturing October 
1, 2007 and bearing an interest rate in each case of 
5.80% per annum, resulting in an effective interest 
cost to the County of 5.865028% per annum and a 
price to Mississippi of 99.11 per 100 par value. 


It is found that, under current conditions, the 
installment payment obligations to be undertaken by 
Mississippi in connection with the proposed 
transactions are reasonable and that all the 
requirements of the Act and the rules thereunder are 
satisfied. 


IT IS ORDERED that the jurisdiction reserved in the 
order of September 20, 1977, over the installment 
payment obligations to be undertaken by Mississippi 
be, and it hereby is, released and that the transactions 
may be consummated subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 20195/October 4, 1977 


In the Matter of 


INDIANNA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-6060) 


NOTICE OF PROPOSED AGREEMENT WITH 
MUNICIPAL AUTHORITY FOR CONSTRUCTION © 
POLLUTION CONTROL EQUIPMENT FINANCED BY 
SALE OF REVENUE BONDS. 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 
Electric Company (‘‘I&M’’), an electric utility 
subsidiary company of American Electric Power 
Company, Inc., a registered holding company, has 
filed an application-declaration with this Commission 
designating Sections 9(a) and 12(d) of the Public 
Utility Holding Company Act of 1935 (‘‘Act’*) and Rule 
44(b)(3) promulgated thereunder as applicable to the 
proposed transactions. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 


1&M states that in order to comply with prescribed 
environmental quality control standards of the State of 
Indiana it has been and will be necessary to construct 
certain high efficiency electrostatic precipitators 
(‘‘Project’’) for particulate emission control and 
related facilities at its Breed Plant. By resolution of 
December 5, 1973, the City of Sullivan, Indiana 
(‘‘City’’), determined that it would authorize and issue 
one or more series of its pollution control revenue 
bonds (‘‘Revenue Bonds’’) to finance the cost of 
engineering, design, acquisition, and construction of 
the Project and to reimburse or repay I&M_ in 
connection with 1&M’s expenditures relating to the 
Project. 


1&M proposes to enter into an agreement of sale 
(‘‘agreement’’) with the City whereby the City will 
construct and equip the Project. To finance the 
Project, the City will issue Revenue Bonds in an initial 
principal amount of up to $25,000,000 (‘‘Series A 
Bonds’’) and additional Revenue Bonds in principal 
amounts presently estimated not to exceed $20,000, 
000, sufficient to cover- construction costs of the 
Project. The proceeds from the sale of the Series A 
Bonds will be deposited by the City with the Trustee 
(‘‘Trustee’’) under an indenture to be entered into 
between the City and such Trustee (the ‘‘Indenture’’) 
pursuant to which the Series A Bonds are to be issued 
and secured. Such proceeds will be applied to payment 
of the cost of construction of the project. The 
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Agreement also will provide for the sale of the Project 
to 1&M, the payment by 1&M of the purchase price of 
the Project in semi-annual installments over a term of 
years, and the assignment and pledge to the Indenture 
Trustee of the City’s interest in, and of the monies 
receivable by the City under, the Agreement. 


The Agreement will provide that each installment of 
the purchase price for the Project payable by 1&M will 
be in such an amount (together with other monies held 
by the Trustee under the Indenture for the purpose) as 
will enable the City to pay, when due, (i) the interest 
on the Revenue Bonds, any additional bonds and any 
refunding bonds, (ii) the principal amount of the 
Revenue Bonds, any additional bonds and any 
refunding bonds payable at the time of their respective 
stated maturities and (iii) amounts, including any 
accrued interest, payable in connection with any 
mandatory redemption of the Revenue Bonds, any 
additional bonds or any refunding bonds. The 
Agreement also obligates 1&M to pay the fees and 
charges of the Trustee, as well as _ certain 
administrative expenses of the City. The Agreement 
further provides that 1&M may prepay the purchase 
price of the Project (i) by paying, under certain 
conditions, amounts sufficient to redeem all the 
Revenue Bonds then outstanding and all other 
amounts payable under the Indenture or (ii) at any 
time by depositing in the Indenture’s Bond Fund or 
delivering to the Turstee amounts sufficient to provide 
for the release of the Indenture. Upon prepayment, 
1&M may terminate the Agreement. 


1&M proposes to convey equipment previously 
constructed (the ‘‘Existing Facilities’’), subject to 
1&M’s First Mortgage lien to the City and 1&M will 
receive out of the Revenue Bond proceeds, an amount 
equal to 1&M’s original cost of the Existing Facilities. 
The Existing Facilities will be included in the Project 
which 1&M _ will repurchase from the City pursuant to 
the Agreement. The proceeds realized from the sale of 
the Existing Facilities will be used to retire unsecured 
short-term debt of 1&M, including the financing of 
part of its construction program. As of August 31, 
1977, there were notes payable to banks and 
commercial debt outstanding in the amount of 
$49,100,000 and it is expected that 1&M will have 
short-term debt outstanding not to exceed $65,000,000 
at the time of the transfer of the Existing Facilities. 
The estimated cost of 1!&M’s construction program for 
1977 is $146,000,000, exclusive of construction costs in 
connection with the Donald C. Cook Nuclear Plant by 
1&M’s wholly owned subsidiary, Indiana & Michigan 
Power Company. Said costs for the Cook plant are 
estimated at $84,000,000 for 1977. 1&M had expended 
$14,250,000 for the Existing Facilities as of June 
30,1977; and it is estimated that it will have expended 
$19,000,000 at the time of the transfer of these 
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facilities. It is estimated that the Project will in the 
aggregate cost approximately $46,000,000. 


It is contemplated that the Revenue Bonds will be sold 
by the City pursuant to arrangements with a group of 
underwriters represented by E.F. Hutton & Company, 
Inc. In accordance with the laws of the State of 
Indiana, the interest rate to be borne by the Revenue 
Bonds will be fixed by the common council of the City. 
While 1&M will not be a party to the underwriting 
arangements for the Revenue Bonds, the Agreement 
will provide that the terms of the Revenue Bonds and 
their sale by the City shall be satisfactory to 1&M. 


1&M has been advised that the annual interest rates 
on obligations, interest on which is tax exempt, 
historically have been and can be expected at the time 
of issue of the Revenue Bonds to be 1-12% to 2-12% 
lower than the rates on obligations of like tenor and 
comparable quality, interest on which is fully subject 
to federal income tax. 


The Series A bonds will be dated on or about the first 
day of the month in which they are issued, will bear 
interest semiannually and will mature at a date or 
dates not more than 30 years from the date of their 
issuance. It is expected that the Series A Bonds will 
not be redeemable at the option of the City within 10 
years from their issue date except under certain 
circumstances and terms specified in the Indenture. 


The application-declaration states that the fees and 
expenses incident to the proposed disposition of the 
Existing Facilities and the acquisition of the Project 
(as distinguished from the excluding fees and 
expenses indcident to the sale of the Revenue Bonds 
by the City payable out of the proceeds of such sale) 
will be supplied by amendment. It is stated that the 
execution of, delivery of and performance under the 
Agreement of I&M, the disposition of the Existing 
Facilities and the acquisition of the Project is possibly 
subject to the jurisdiction of the Michigan Public 
Service Commission and the Public Service 
Commission of Indiana, and that no other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 28, 1977, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reason for such 
request, and the issues of fact or law raised by the 
application-declaration which he desires to controvert; 
or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy 
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of such request should be served personnally or by 
mail upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as filed, or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rule 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20196/ October 5, 1977 


In the Matter of 


WEST TEXAS UTILITIES COMPANY 
P.O. Box 841 
Abilene, Texas 79604 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
P.O. Box 201 
Tulsa, Oklahoma 74102 


(70-6032) 


NOTICE OF PROPOSED PURCHASE OF COM- 
PUTER SERVICES FROM ASSOCIATE COMPANY 


NOTICE IS HEREBY GIVEN that West Texas Utilities 
Company (‘‘WTU’’) and Public Service Company of 
Oklahoma (‘‘PSO’’), electric utility subsidiaries of 
Central and South West Corporation (‘‘CSW’’), a 
registered holding company, have filed an application- 
declaration and an amendment thereto with this Com- 
mission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’), designating Sections 
12(b) and 13 of the Act and Rules 86, 87, 90 and 91, 
promulgated thereunder as applicable to the proposed 
transaction. All interested persons are referred to the 
application-declaration, as amended, which is sum- 


marized below, for a complete statement of the pro- 
posed transaction. 


WTU proposes to purchase, at a cost determined in 
accordance with Section 13 of the Act and the 
applicable rules thereunder, electronic data processing 
services from PSO by using the excess capacity of 
automatic computing facilities which PSO already 
operates and by paying PSO and allocated cost which 
reflects WTU’s use. 


The computer services proposed to be provided WTU 
by PSO include processing of customer billing, 
revenues and statistics, payroll, property accounting, 
general accounting and load flow and cash forecasts. 
WTU will continue to perform all of its own keypunch 
and printing operations, maintain and revise its 
programs and contract with non-affiliates, when 
necessary, for the processing of its urgent load flow 
studies. PSO and WTU state that the computing 
equipment involved in the proposed transaction will 
not be used in the dispatch of electric power or 
energy. 


In order to compute the cost of services purchased by 
WTU, PSO has, identified the sources of its overall 
costs, including (a) personnel; (b) rental of software, 
services and hardware; (c) prices for purchased 
hardware; and (d) general supplies. These sources are 
combined in varying proportions in each of the 
services which PSO would supply to WTU. 


Each service has been analyzed to determine its cost 
components and their relative significance. WTU and 
PSO state that they have designated the ‘‘computer 
resource unit’’ (‘‘CRU’’) as a dimensionless measure- 
ment which will relate all the various services on a 
single scale. For example the following table il- 
lustrates the CRU equivalents of computer services: 


Service CRU Equivalent 
1 CPU-second (one second 1 
of use of the central processing 
unit) 
1 CPU-minute (or sixty 60 


CPU-seconds) 


1 Kilobyte of memory times -1262 
CPU-minute 

1 Disc EXCP (where EXCP 0.00309 
is a unit of execution; here, one 

occasion of withdrawal of data 
from a disc of data) 

1 Tape EXCP 0.01162 
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1 Tape mount approx. 24 
1 Print EXCP (where EXCP 0.0442 
is a unit of execution; 
here, one line of print) 
1 Card read EXCP (here 0.209 


reading one card) 


Each CRU has on initial value of $0.02065. WTU and 
PSO state that this value is based on budgeted 1977 
costs and that billings will be adjusted retroactively on 
the basis of actual costs. PSO states that its billings to 
WTU will reflect the relative cost components of each 
service provided, measured on a common basis, while 
also ensuring that WTU will pay only the costs of the 
services provided it. The billing procedure will also 
enable PSO to retain a means for monitoring the 
efficiency of the work performed. 


PSO and WTU state that the computer sharing will 
permit both companies to process information at a 
lower cost than would be possible were WTU to 
maintain its own smaller-scale data processing 
facilities or to purchase such services from outside the 
CSW System. PSO and WTU state that they selected 
the arrangement proposed herein based on the 
anticipated mutual savings forecast by the results of a 
joint study conducted by FAIM Information Services, 
Inc., a non-affiliated consulting firm, which compared 
the costs and benefits of prior computer operations 
with the alternatives of (i) timesharing and (ii) con- 
solidation of the two companies hardware and soft- 
ware. 


PSO and WTU further state that the annual savings of 
this proposed consolidation arrangement is estimated 
to be initially at least $50,000 for WTU and $50,000 for 
PSO. 


It is stated that no state commission and no federal 
commission, other than this Commission, has juris- 
diction with respect to the proposed transaction. Fees 
and expenses to be incurred in connection with the 
proposed transaction are estimated at $2,500, 
including $450 in legal fees. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 31, 1977, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration, as amended, which he desires 
to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
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personally or by mail upon the applicants-declarants at 
the above-stated addresses, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended, or as it may be further amended, may be 
granted and permitted to become effective as provided 
in Rule 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20197/October 5, 1977 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 


METROPOLITAN EDISON COMPANY 
Reading, Pennsylvania 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


(70-6041) 


ORDER AUTHORIZING ACQUISITION OF EVIDEN- 
CES OF INDEBTEDNESS FROM RESIDENTIAL 
ELECTRIC CUSTOMERS PURSUANT TO A RE- 
SIDENTIAL INSULATION AND RELATED IM- 
PROVEMENTS PROGRAM 


Jersey Central Power & Light Company (‘‘Jersey 
Central’’), Metropolitan Edison Company (‘‘Met- 
Ed’’), and Pennsylvania Electric Company (‘‘Pen- 
elec’’), each an electric utility subsidiary of General 
Public Utilities Corporation, a registered holding com- 
pany, have filed an application, and amendments 
thereto, with this Commission pursuant to Sections 
9(a)(1) and 10 of the Public Utility Holding Company 
Act of 1935 (‘‘Act’’) and Rule 40 promulgated there- 
under regarding the following proposed transaction. 
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Jersey Central, Met-Ed and Penelec request authoriza- 
tion for the acquisition, from time to time, of evidences 
of indebtedness from their respective residential elec- 


’ tric customers arising from such customers’ purchases 


of insulation, attic ventilation fans and automatic 
night/day thermostats. It is stated that the acquisition 
of such obligations is designed to facilitate the finan- 
cing of such energy saving improvements and thereby 
promote energy conservation. 


The program for which authorization is sought is that 
set out in an order of the Board of Public Utility Com- 
missioners of the State of New Jersey on May 12, 1977, 
under which order all New Jersey utilities, including 
Jersey Central, must provide a mechanism for the 
financing of home insulation and related improvements 
by their heating customers. Under that program, which 
covers the financing of insulation, attic ventilation 
fans and automatic day/night thermostats, a custo- 
mer would arrange to have the work performed by an 
eligible contractor, who would be paid by the utility 
(unless the customer obtained government or private 
financing). The customer would have 3 years to repay 
the loan, and interest would be charged at the rate of 
1% per month on the unpaid balance (unless the 
customer repaid the loan within 90 days, in which case 
there would be no interest charge). The financing limit 
would be $500 for insulation plus the cost of a day/ 
night thermostat and attic fan, if requested. It is 
contemplated that Met-Ed and Penelec will institute 
identical programs for their electric heating custo- 
mers—a financing limit of $500 for insulation plus the 
cost of a day/night thermostat and attic fan (if re- 
quested)—except that under applicable Pennsylvania 
law Met-Ed and Penelec may be required to charge 
their customers interest at a rate less than 1% per 
month. 


It is stated that these financing programs may be modi- 
fied, pursuant to utility or regulatory commission 
initiative, from time to time as experience dictates. No 
such modification will be implemented prior to the ob- 
taining of Commission approval through a _ post- 
effective amendment to this application. 


Jersey Central, Met-Ed and Penelec each request auth- 
orization to acquire in the aggregate up to $50,000 of 
their respective customers’ obligations and to incur ad- 
ministrative and other related expenses of up to 
$12,500 respectively, for the one year period com- 
mencing on the date this application is granted. 
Authorization to exceed these limits or to extend the 
programs beyond the initial one year period will be 
sought by post-effective amendment. It is stated that 
the funds required by these programs are expected to 
arise from normal cash generation and, if necessary, 
from short-term borrowing. 





It is stated that Jersey Central will include its invest- 
ment in the financing program in its rate base, with 
interest income being treated as part of operating 
revenue and administrative expenses being treated as 
part of operating expenses. The record is incomplete 
with respect to the accounting treatment to be afforded 
the investments, interest income and administrative 
expenses of the financing program by Met-Ed and 
Penelec. Nothing in this order shall be construed so as 
to deprive any state commission of jurisdiction over 
such accounting treatment. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$42,000, including legal fees of $1750 and administra- 
tive and related expenses of $37,500. No state commis- 
sion and no federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
action, except to the extent that any particular program 
is mandated by order of a state or federal commission. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20145), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act, and subject further to the 
reservation of jurisdiction ordered below. 


IT IS FURTHER ORDERED, that jurisdiction be, and it 
hereby is reserved with respect to the accounting treat- 
ment to be afforded the investments, interest income 
and administrative expenses of the financing program 
by Med-Ed and Penelec. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20198/October 5, 1977 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


(70-6059) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Appalachian Power 
Company (“Appalachian”), an electric utility subsidiary 
company of American Electric Power Company, Inc., 
(“AEP”), a registered holding company, has filed an 
application with this Commission pursuant to the Pub- 
lic Utility Holding Company Act of 1935 (“Act”), desig- 
nating Section 6(b) of the Act and Rule 50 promulgated 
thereunder as applicable to the proposed transaction. 
All interested persons are referred to the application, 
which is summarized below, for a complete statement 
of the proposed transaction. 


Appalachian proposed to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to $26,000,000 principal amount of First 
Mortgage Bonds (the “new bonds”), to mature in not 
less than 5 years and not more than 30 years. The 
Interest rate (which will be a multiple of 1/8 of 1%) and 
the price (which will be not less than 100%, unless 
Appalachian shall authorize a lower percentage not less 
than 99%, and shall not exceed 102.75% of the princi- 
pal amount of the bonds thereof) will be determined by 
competitive bidding. The terms of the bonds will 
preclude Appalachian from redeeming any such bonds 
prior to November 1, 1982, if such redemption is for the 
purpose of refunding such bonds with proceeds fo 
funds borrowed at a lower effective interest cost. The 
bonds will be issued under and secured by the 
Mortgage and Deed of Trust, dated as of December 1, 
1940, to Bankers Trust Company, and a new Supple- 
mental Indenture thereto which will be dated as of the 
first day of the month in which the Bonds are to be 
issued. Appalachian shall notify prospective bidders no 
later than 72 hours prior to the time designated for the 
submission of bids of the maturity date of the bonds. 


The proceeds of the offering will be used to pay at 
maturity, or to reimburse Appalachian’s treasury for 
the payment at maturity of, Appalachian’s 3 1/8% 
Series Bonds, due December 1, 1977, of which 
$26,586,000 was outstanding on August 31, 1977. It is 
stated that since the proceeds of sale will aggregate 
less than the principal amount of said 3 1/8% Series, 
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Appalachian wiil utilize other funds, to the extent re- 
quired, to provide for such payment at maturity. 


The fees and expenses to be incurred in connection 
with the proposed issue and sale/of the new bonds and 
the fees and expenses of counsel for the underwriters, 
to be paid by the successful bidders, will be supplied 
by amendment. It is stated that the State Corporation 
Commission of Virginia and the Tennessee Public 
Service Commission have jurisdiction over the pro- 
posed transaction and that no other state commission 
and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 31, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such request should be addres- 
sed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the appii- 
cant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time after 
said date, the application, as filed or as it may be 
amended, may be granted as provided in Rule 23 of the 


General Rules and Regulations promulgated under the | 


Act, or the Commission may grant exemption from 
such rules as provided in Ruies 20(a) and 100 thereof or 
take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Reg- 


ulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20199/October 5, 1977 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 
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(70-6037) 
ORDER RELEASING JURISDICTION 


By order dated September 19, 1977 (HCAR No. 20177) 
Arkansas Power & Light Company (“AP&L”), an elec- 
tric utility subsidiary of Middle South Utilities, Inc., a 
registered holding company, was authorized to enter 
into installment sales agreements (“Agreements”) with 
Jefferson County, Arkansas (“County’’) which provide 
for the acquisition, construction and installation of 
certain facilities for pollution control purposes at 
AP&L’s coal-fired generating units known as White 
Bluff Unit Nos. 1 and 2 (“White Bluff Plant”). The 
Agreements contemplate the issuance by the County 
of up to $50,000,000 aggregate principal amount of 
Pollution Control Revenue Bonds (“Pollution Bonds”) 
and up to $1,000,000 aggregate principal amount of 
Industrial Development Revenue Bonds (“Industrial 
Bonds”). The proceeds of the sale of both the Pollution 
Bonds and the Industrial Bonds are to be used to 
defray the cost of construction of the above-mentioned 
facilities. The Agreements provide for the sale of the 
facilities by the County to AP&L subject to a lien anda 
security interest retained by the County and the 
payment by AP&L of the purchase price of the facili- 
ties, together with interest thereon, in semi-annual in- 
stallments over a term of years. The purchase price of 
the facilities payable by AP&L will be such amount as 
shall be sufficient (together with other moneys held by 
the trustees under the indentures and available there- 
fore) to pay the principal of the Bonds as the same 
becomes due and payable. 


In the order of September 19, 1977 jurisdiction was re- 
served with respect to the semi-annual installment 
payment obligations to be undertaken by AP&L 
pursuant to the Agreements insofar as such payments 
are affected by the terms and conditions of the sale of 
Pollution Bonds and Industrial Bonds. AP&L has now 
filed a post-effective amendment to its application- 
declaration informing this Commission that the County 
has negotiated the sale of $46,000,000 of Pollution 
Bonds and $1,000,000 of Industrial Bonds to a group of 
underwriters represented by Salomon Brothers, 
Stephens, Inc. and Goldman, Sachs & Co. Both types 
of Bonds will bear an interest rate of 6 1/8% and will be 
sold to the underwriters at 98.21% of their respective 
principal amounts. The effective cost of money to the 
County for both the Pollution Bonds and the Industrial 
Bonds for a thirty year maturity is 6.258%. The effec- 
tive cost of money to be paid by AP&L under the Agree- 
ments will also be 6.258% per year. 


IT |S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that the jurisdiction 
reserved in the order of September 19, 1977 with 
respect to the semi-annual installment payment 


obligations to be undertaken by AP&L pursuant to the 
Agreements be, and it hereby is, released effective 
forthwith, and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Reg- 


ulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 485/October 4, 1977 


The Securities and Exchange Commission has issued 
an order under the Trust Indenture Act (“Act”) on appli- 
cation of Condec Corporation (the “Trust”) that the 
trusteeship of United States Trust Company of New 
York under two indentures of the Trust is not so likely 
to involve a material conflict of interest as to make it 
necessary to disqualify United States Trust Company 
of New York from acting as trustee. 





INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9951/September 30, 1977 


In the Matter of 


AETNA VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


AND 

VARIABLE ANNUITY ACCOUNT C OF AETNA 
VARIABLE ANNUITY LIFE INSURANCE COMPANY 
151 Farmington Avenue 

Hartford, CT 06156 


(812-3839) 
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NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM THE PROVISIONS OF SECTIONS 22(e), 27(c)(1) 
AND 27(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Aétna Variable An- 
nuity Life Insurance Company (“AVAR”), a Connecticut 
stock life insurance company, and AEtna Variable 
Annuity Life Insurance Company Separate Account C 
(“Account C”), a separate account of AVAR registered 
under the Investment Company Act of 1940 (“Act”) as a 
unit investment trust (hereinafter collectively referred 
to as “Applicants”), filed an application on July 14, 
1975, and amendments thereto on February 1, 1977, 
and August 30, 1977, pursuant to Section 6(c) of the 
Act for an order exempting Applicants from the 
provisions of Sections 22(e), 27(c)(1) and 27(d) of the 
Act to the extent necessary to permit compliance by 
Applicants with certain provisions of the Education 
Code of the State of Texas. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations therein which are 
summarized below. 


Account C is a separate account established by AVAR, 
a registered broker-dealer under the Securities Ex- 
change Act of 1934 and a wholly-owned subsidiary of 
AEtna Life and Casualty Company. All amounts 
allocated to Account C are invested in shares of AEtna 
Variable Fund, Inc. (“Fund”) or AEtna Variable Encore 
Fund, Inc. (“Encore Fund”), both open-end manage- 
ment investment companies registered under the Act. 
AVAR acts as investment adviser to both the Fund and 
Encore Fund. Also, AVAR is the depositor of Account 
C. Among the variable annuity contracts offered by 
AVAR are Retirement Planning Variable Annuity 
Contracts (the “Contracts”). The Contracts participate 
in Account C and are designed to fund the benefits 
provided by annuity purchase plans adopted by public 
school systems and certain tax-exempt organizations 
for their employees and qualifying for tax-deferred 
treatment under Section 403(b) of the Internal Revenue 
Code of 1954, as amended. 


In 1967, the State of Texas directed the governing 
boards of all Texas institutions of higher education to 
make available to certain employees an Optional 
Retirement Program (“Program”), codified as Sub- 
chapter G of Chapter 51 of the Texas Education Code. 
The statute provides as the funding media for the 
Program fixed or variable annuity contracts purchased 
from any insurance or annuity company qualified to do 
business in Texas. In 1973, the Texas legislature made 
two amendments in the Program legislation, which 
amendments became effective on June 14, 1973. The 
statutory definition of the Program was amended to 
provide that the benefits of such annuities are to be 
available only upon termination of employment in the 
Texas public institutions of higher education, retire- 
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ment, death or total disability of the participant. The 
other amendment added a new Section 51.358 to Sub- 
chapter G which also provides that the benefits of such 
annuities will be available only if the participant dies, 
terminates his employment due to total disability, 
accepts retirement, or terminates employment in the 
Texas public institutions of higher education. 


Because of uncertainty regarding the effect of these 
amendments, the University of Texas System 
(“System”) requested the opinion of the Attorney 
General of Texas with respect to several questions con- 
cerning such amendments. The Attorney General ren- 
dered an opinion dated February 18, 1975, in response 
to the System’s letter. The Attorney General interpreted 
Section 51.358 to prohibit provisions in a variable 
annuity contract issued in connection with the 
Program on or after June 14, 1973, which provide for 
making available the redemption value of such contract 
prior to the occurrence of one of the conditions speci- 
fied in the statute, i.e., termination of employment, re- 
tirement, death or total disability. Moreover, the 
opinion further stated that the prohibitions of Section 
51.358 were impliedly in effect upon the establishment 
of the Program (in 1967) and that notwithstanding any 
language which may be contained in existing 
contracts, a participant in the Program has never had 
the right to redeem his annuity contract otherwise than 
in accordance with the limitations described above. 
The opinion did not affect the right of a participant to 
transfer the redemption value of his annuity contract 
from one carrier to another; accordingly, the granting 
of the relief requested in the application would not 
affect such right. 


Sections 27(c)(1), 22(e) and 27(d) 


Section 27(c)(1) of the Act makes it unlawful for any re- 
gistered investment company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such certifi- 
cate unless such certificate is a redeemable security. 
Section 2(a)(32) of the Act defines “redeemable secu- 
rity” to mean any security under the terms of which the 
holder upon its presentation to the issuer or to a 
person designated by the issuer is entitled to receive 
approximately his proportionate share of the issuer's 
current net assets, or the cash equivalent thereof. 


Section 22(e) of the Act provides that no registered in- 
vestment company shall suspend the right of redemp- 
tion or postpone the date of payment or satisfaction 
upon redemption of any redeemable security in accor- 
dance with its terms for more than seven days after the 
tender of such security to the company or its agent de- 
signated for that purpose for redemption except in cer- 
tain prescribed circumstances. 
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Section 27(d) of the Act makes it unlawful for any 
registered investment company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such certifi- 
cates unless the certificate provides that the holder 
thereof may surrender the certificate at any time within 
the first eighteen months after the issuance of the cer- 
tificate and receive in payment thereof, in cash, the 
sum of (1) the value of his account, and (2) an amount, 
from such underwriter or depositor, equal to that part 
of the excess paid for sales loading which is over 15 per 
centum of the gross payments made by the certificate 
holder. 


Applicants request exemptions from the provisions of 
Sections 22(e), 27(c)(1) and 27(d) of the Act to the 
extent necessary to permit compliance with Section 
51.358 as it pertains to (i) redemption values under 
Contracts issued to participants in the Program subse- 
quent to the date of such exemptive order and (ii) 
redemption values under Contracts issued prior thereto 
but attributable to payments made subsequent to the 
date of such order. 


Applicants assert that if such exemptions are not 
granted, persons participating in the Program effec- 
tively will be denied an opportunity to select as a 
funding medium for their retirement benefits one of 
two funding media (the other being fixed annuity con- 
tracts) specifically provided in the Texas statute for 
such purpose. Additionally, participants will be unable 
to obtain the State’s matching contributions for the 
purchase of an equity-based retirement vehicle. In this 
respect, the Attorney General’s opinion indicated that 
these matching contributions will encourage participa- 
tion in the retirement plan but that unrestricted with- 
drawals prior to retirement might be detrimental to an 
effective retirement vehicle. In view of the foregoing, 
Applicants assert that the Commission should grant 
the requested exemptions because: (1) the limited 
restriction on redemption would be voluntarily 
assumed by participants, i.e., eligible employees are 
not required to participate in the Program; (2) the 
restrictions were not formulated nor suggested by 
Applicants; and (3) participants’ relinquishment of the 
full right of redemption is a reasonable requirement in 
exchange for the benefits bestowed by the matching 
contributions of the State of Texas. 


Applicants will ensure that appropriate disclosure is 
made to persons who consider participation in the 
Program, informing them of the restriction on the 
availability of redemption values under Contracts to be 
issued to them. This disclosure will take the form of an 
appropriate reference in each Prospectus to the 
restrictions on redemption of these Contracts, as well 
as requiring each participant, as a part of the 
determination that the sale of these Contracts is suit- 
able for that participant, to sign a statement indicating 


that he/she is aware that these restrictions will be 
placed on his/her Contract when it is issued. In 
addition, Applicants will review all sales literature that 
is to be used in conjunction with the sales of these 
contracts for the existence of material representations 
that are inconsistent with the restrictions to be placed 
on these contracts and will instruct the salespeople 
involved in soliciting in this market specifically to 
bring this restriction to the attention of the potential 
participants. 


Section 6(c) authorizes the Commission to exempt any 
person, security or transaction or any class or classes 
of persons, securities or transactions, from the provi- 
sions of the Act and Rules promulgated thereunder if 
and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 25, 1977, at 5:30 
p.m. submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney at 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following October 25, 1977, unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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LITIGATION 





Litigation Release No. 8133/September 30, 1977 


S.E.C. v. National Pacific Corp., et al. 
C.A. No. 76-1784, D.D.C. 


The Securities and Exchange Commission announced 
today that on September 28, 1977, U.S. District Judge 
Charles R. Richey ordered Defendant Joseph Hauser 
incarcerated until he pays the sum of $146,530.49, 
plus a $10,000 fine, to the Receiver of National 
American Life Insurance Co. (‘‘NALIC’’). The Judge’s 
Order follows a July 7, 1977 Order adjudging Hauser 
in contempt of two previous court orders issued by 
Judge Richey in the case of S.E.C. v. National Pacific 
Corporation. 


The Commission brought suit against Hauser and six 
other defendants in September, 1976, charging that 
they had misappropriated millions of dollars of union 
health and welfare fund group insurance premiums in 
connection with the take-over of NALIC. Among other 
things, the Commission alleged that Hauser had 
written a $1.1 million check on a NALIC account in 
late August 1976 and that the check was deposited in a 
Swiss bank account. In December, 1976, Judge Richey 
signed a Final Judgment of Permanent Injuction 
against, among others, Hauser, in which Hauser was 
ordered to return the $1.1 million to NALIC. The Final 
Judgment was entered with the consent of the defen- 
dants. Previously, on September 29, 1976, upon 
application of the Commission, Judge Richey had 
signed a temporary restraining order enjoining all 
defendants, including Hauser, from dissipating any 
assets under their direct or indirect control. 


Of the $1.1 million ordered to be returned by 
December 12, 1976, only $832,000 was returned. The 
Commission and the Court-appointed Receiver over 
NALIC moved to hold Hauser in civil contempt of court 
for not having turned over the remaining funds. In 
addition, the Commission and the Receiver asked the 
Court to hold Hauser in contempt for having used a 
NALIC credit card to run up some $4530.49 in 
expenses after the entry of the September 29, 1976 
TRO. After several hearings, the Court, on July 7, 
1977, adjudicated Hauser in contempt of the 
December 2 Final Judgment and the September 29 
TRO, and ordered Hauser to return the sums of 
$4,530.49 and $142,000 (the portion of the remainder 
of the $1.1 million that Judge Richey found Hauser 
was in contempt for not returning) within 30 days. 


At a hearing held September 28, 1977 in U.S. District 
Court in Washington, D.C., Judge Richey, after 
hearing testimony of Hauser, held Hauser further in 
contempt of his July 7 Order and ordered that he be 
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incarcerated until he pays to the Equity Receiver for 
NALIC the $146,530.49, in addition to a $10,000 fine 
imposed at the September 28 hearing. 


(See Litigation Release Nos. 7581 dated September 27, 
1976 and 7682 dated December 3, 1976). 





Litigation Release No. 8134/September 30, 1977 


SEC v. Diplomat National Bank, et al. 
(District Court for the District of Columbia, 
Civil Action No. 77-1695) 


Paul F. Leonard, Administrator of the Washington 
Regional Office of the Securities and Exchange 
Commission, announced that on September 30, 1977, 
the Honorable John Pratt of the U.S. District Court for 
the District of Columbis entered judgments of 
permanent injunction restraining and enjoining 
defendants Spencer E. Robbins, Tongsun Park, and 
Bo Hi Pak from violating the anit-fraud provisions of 
the federal securities laws. The defendants consented 
to the entry of the Court’s Final Judgment and Order 
without admitting or denying the allegations in the 
Commission’s Complaint. Additionally, the Court 
ordered that Park and Pak shall not directly or 
indirectly exercise voting rights or solicit proxies in 
connection with DNB stock. 


For further information see Litigation Release No. 
8132. 


WRO:TLMiller/557-8258 





Litigation Release No. 8135/September 30, 1977 


United States of America v. Stuart Seigle 
77 Crim. 414 (S.D.N.Y.) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange Com- 
mission, announced that on July 14, 1977, Judge 
Richard Owen imposed a one year suspended sentence 
and one year unsupervised probation on Stuart Siegle 
in connection with a plea of guilty to violations of the 
anti-fraud provisions of the Securities Exchange Act of 
1934 (‘‘Exchange Act’’) entered on June 2, 1977. 
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The indictment alleged that in 1972, while Siegle was 
employed as a cashier by a New York broker- 
dealer, Siegle accepted a bribe to arrange a stock loan 
from Morgan Kennedy & Co., Inc. (‘‘Morgan 
Kennedy’’), a now defunct New York broker-dealer, 
although no business benefit inured to his employer 
and, in fact, his employer had no legitimate business 
need for the loan. To further this scheme, Siegle falsi- 
fied his employer’s books and records to reflect that 
such borrowing was, in fact, necessary. The scheme 
was apparently intended to alleviate Morgan 
Kennedy’s serious cash shortage, and Morgan 
Kennedy’s ledgers were falsified to reflect that these 
securities had been purchased and paid for by a custo- 
mer rather than offered as collateral for a loan. 
Morgan Kennedy is currently being liquidated 
pursuant to the Securities Investor Protection Act of 
1970. 


For further information, see Litigation Release No. 
5788 and Securities Exchange Act Release Nos. 10584, 
11414, 11840 and 11840A. 





Litigation Release No. 8136/September 30, 1977 


U.S. v. Charles Kummer, et al. 
(C.D. Cal., CR-76-1558-AAH) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Commission, and Robert Brosio, 
United States Attorney for the Central District of Cali- 
fornia jointly announced that on September 19, 1977 
Charles Kummer of New York City was sentenced to 
six months in jail and five years probation. Addition- 
ally, Kummer was fined $5,000 and ordered to make 
restitution in the amount of $222,500. Kummer, 
formerly a senior securities trader with Bankers Trust 
Company of New York was indicted on December 21, 
1976 and charged with accepting $800,000 in kickbacks 
from T. P. Richardson & Co., a now defunct Century 
City, California third market brokerage firm, in 
connection with a fraudulent scheme whereby 
Kummer caused pension funds managed by Bankers 
Trust to purchase securities for more than their market 
value and to sell securities below their market value 
resulting in losses in excess of $3 million to the 
pension funds. Kummer’s kickbacks were based upon 
a percentage of the profits T. P. Richardson & Co. 
made on its stock transactions with Bankers Trust Co. 
Kummer plead guilty to three counts of the indictment 
charging conspiracy, securities fraud, and wire fraud. 


In connection with the same case, Judge Hauk 
previously sentenced John Richardson to six months in 


jail and a $5,000 fine and James Richardson to 4 1/2 
months in jail and a $2,500 fine. No trial date has 
been set for the remaining defendant, Thomas Patrick 
Richardson. Thomas Patrick Richardson has previously 
been sentenced to six years in prison in connection 
with another case involving massive short sales of 
securities and is free on bond pending appeal. 





Litigaton Release No. 8137/October 03, 1977 


SEC v. Aguacate Consolidated Mines, S.A., et al. 
(Civil Action No. 77-1737, U.S.D.C., District of 
Columbia 


The Securities and Exchange Commission today 
announced the filing, in the United States District 
Court for the District of Columbia, of a civil injunctive 
action seeking to enjoin Aguacate Consolidated Mines, 
S.A. (“Aguacate”), Fabio Fournier J. (“Fournier J.”), 
Alfredo Fournier B. (‘‘Fournier B.’’) and Victor C. 
Rasmussen (‘‘Rasmussen’’) from further violations of 
Sections 5(a), 5(c) (registration) and 17(a) (anti-fraud) 
of the Securities Act of 1933 and Section 10(b) (anti- 
fraud) of the Securities Exchange Act of 1934 and Rule 
10b-5 thereunder. 


The Complaint alleges, among other things, that com- 
mencing in or about January, 1975 Aquacate, a 
company purportedly engaged in the mining of gold 
and silver in Costa Rica, and Fournier J., Fournier B. 
and Rasmussen—all present or former Aguacate 
officers—sold and caused to be sold hundreds of thou- 
sands of shares of Aguacate stock to, among others, 
United States investors in violation of the registration 
provisions of the Securities Act. The Complaint further 
alleges that in connection with these sales, the defen- 
dants made and caused to be made materially false 
and misleading statements relating to, among other 
things, the assets and operations of Aguacate. 


Specifically, the Complaint alleges that the defendants 
falsely overstated the net worth of Aguacate by 
approximately $8.5 million; falsely represented that 
Aguacate owned the mineral rights to the mining 
properties; and falsely represented that a purportedly 
revolutionary machine, on which the economic success 
of the mines depended, was operational, when, in fact, 
it had to be abandoned as commerically inoperable. 


Simultaneous with the filing of the Complaint, all 
defendants consented, without admitting or denying 
the allegations contained in the Commission’s Com- 
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plaint, to the entry against them of final judgments of 
permanent injuncion enjoining them from further 
violations of the Federal securities laws as alleged. 





Litigation Release No. 8138/October 3, 1977 


SEC v. The Crystal Securities Corp., et al. 
(Civil Action File No. 77-1932) 
(D.N.J. 1977) 


William D. Moran, Regional Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced that, on September 16, 1977, 
the Commission filed a complaint in the United States 
District Court for the District of New Jersey charging 
The Crystal Securities Corp. (‘‘Crystal’’), a broker- 
dealer with offices in Mendham, New Jersey and New 
York City, with violating Sections 15(c)(3) and 17(a) of 
the Securities Exchange Act of 1934 and Rules 15c3-1, 
17a-3, 17a-4, and 17a-11 thereunder. John Robert 
Halligan (‘‘J. Halligan’’), Crystal’s president and 
majority shareholder, and Thomas C. Halligan (“T. 
Halligan’’), who is registered with the Nationai 
Association of Securities Dealers, Inc. as Crystal’s 
Financial Principal, were charged with aiding and 
abetting the securities law violations alleged against 
Crystal. 


In its complaint, the Commission requested that: 


(1) a permanent injunction be issued against Crystal, 
J. Halligan, and T. Halligan enjoining them from 
further violations of the above sections and rules; and 


(2) a temporary receiver be appointed for Crystal. 


Concurrently with the filing of the Commission’s com- 
plaint, the Securities Investor Protection Corp. 
(‘‘SIPC’’) filed an application for the appointment of a 
trustee to liquidate Crystal’s business pursuant to the 
Securities Investor Protection Act of 1970. 


Upon the consents of the defendants, entered without 
admitting or denying the substantive allegations in the 
Commission’s complaint and SIPC’s application, 
United States District Judge Vincent P. Biunno issued 
a ‘‘Final Judgment of Permanent Injunction’’ as 
requested by the Commission, and appointed Bernard 
Hellring, Esq., of the law firm of Hellring, Lindeman 
& Landau, located in Newark, New Jersey, as SIPC 
trustee. 
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(The Commission’s request for the appointment of a 
temporary receiver became moot upon the appoint- 
ment of the SIPC trustee.) 





Litigation Release No. 8139/ October 3, 1977 


SEC v. Lawrence Peska Associates, Inc., et al. 
(S.D. Fla., Civil Action No. 77-2436-CIV-CA) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, and William Nortman, Associate Regional 
Administrator of the Miami Branch Office of the Securi- 
ties and Exchange Commission (‘‘Commission’’) 
announced that the Honorable C. Clyde Atkins, United 
States District Judge for the Southern District of 
Florida issued an Order of Preliminary Injunction on 
September 26, 1977. The Order of Preliminary Injunc- 
tion enjoined Lawrence Peska Associates, Inc., and 
Lawrence Peska, its president, from further violations 
of the registration and anti-fraud provisions of the 
federal securities laws. The Order which was entered 
was based on the defendants’ failure to respond to the 
Commission’s motion for the entry of an Order of Pre- 
liminary injunction. The complaint alleged that the 
defendants violated the registration and anti-fraud 
provisions of the federal securities laws in connection 
with the offer and sale of securities in the form of 
investment contracts relating to invention develop- 
ment programs. 


For further information see Litigation Release No. 
8058. 





Litigation Release No. 8140/October 5, 1977 


United States of America v. Milton B. Russell 
(S.D. TEX., Criminal No. H-77-104) 


J. A. ‘‘Tony’’ Canales, United States Attorney for the 
Southern District of Texas, Richard M. Hewitt, Admin- 
istrator of the Fort Worth Regional Office and Daniel R. 
Kirshbaum, Assistant regional Administrator of the 
Commission’s Houston Branch Office, today announ- 
ced that on September 30, 1977, a federal grand jury in 
Houston, Texas, returned an 11 count indictment 
charging Milton B. Russell, Montgomery, Texas, with 
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violations of the antifraud provisions of the federal 
securities laws in connection with the sale of U.S. 
Government Securities. 


According to the indictment, Russell, acting through 
Russell, Kennedy & Hodgden, Inc., a Houston based 
government securities dealer of which Russell was 
president, engaged in the purchase and sale of the 
above described government securities to banks and 
savings and loan associations under agreements to 
repurchase such securities at a time when they were not 
owned by Russell. 


The indictment further alleges that in the sale of these 
securities, Russell misrepresented material facts and 
omitted to state material facts concerning, among other 
things, the ownership of securities covered by 
agreements to repurchase, the source of monies used to 
repurchase securities covered by agreements to repur- 
chase, the issuance of safekeeping receipts covering 
securities sold under agreements to repurchase and the 
use of monies received from the sale of securities under 
agreements to repurchase. The indictment also alleges 
that Russell utilized funds obtained from new 
purchasers of securities to meet his obligations under 
agreements to repurchase from previous transactions. 


For further information, see Litigation Release Nos. 
8032 and 8083. 





Litigation Release No. 8141/October 5, 1977 


United States of America v. Glenn T. Arbuckle 
(S.D. TEX. Criminal No. H-77-96) 


J. A. ‘‘Toney’’Canales, United States Attorney for the 
Southern District of Texas, Richard M. Hewitt, 
Administrator of the Fort Worth Regional Office and 
Daniel R. Kirshbaum, Assistant Regional Administra- 
tor of the Commission’s Houston Branch Office, today 
announced that on September 27, 1977, a federal 
grand jury in Houston, Texas, with one count of 
securities fraud and fourteen counts of mail fraud in 
connection with transactions involving the defendant’s 
offer and sale of securities to the public. 


The indictment alleges that the defendant violated the 
antifraud provisions of the federal securities laws and 
the federal mail fraud statute in connection with the 
offer and sale of securities in the form of fractional 
undivided working interests in oil and gas leases 
located in DeSoto Parish, Louisiana, Miller County, 
Arkansas and Duval County, Texas issued by Gulfport 
Oil & Gas Corporation. 


The indictment further alleges that Arbuckle devised a 
scheme to defraud investors utilizing both printed 
sales brochures and oral sales presentations made 
during long distance telephone calls to investors which 
contained numerous misrepresentations and omissions 
of material facts including false statements and omis- 
sins as to the background, experience and financial 
condition of Gulfport Oil & Gas Corporation, the use of 
proceeds derived from the sale of these securities, the 
amount of return an investor could anticipate on his 
investment, and the nature of the field in which the 
defendants were exploring for oil and gas. 


The indictment alleges that Arbuckle raised at least 
$700,000 from the unlawful sale of securities to 300 in- 
vestors located throughout the United States, and that 
he failed to drill 5 oil and gas wells in which he had 
sold fractional undivided working interests. 


The investigation leading to this indictment was con- 
ducted jointly by the Securities and Exchange Com- 
mission and the U.S. Postal Inspection Service. 


For further information, see Litigation Release Nos. 
7807, 7834, and 7871. 





Litigation Release No. 8142/October 5, 1977 


SEC v. Philpot Industries, Inc., et al. 
73 Civ. 543 (S.D.N.Y.) 


William D. Moran, Administrator of the New York Re- 
gional Office of the Securities and Exchange Commis- 
sion (‘‘Commission’’), announced that on July 21, 
1977, the Honorable Lawrence W. Pierce, United 
States District Judge for the Southern District of New 
York, signed a judgment permanently enjoining 
Donald Messenger (‘‘Messenger’’), a former office 
manager and registered representative of Carlton- 
Cambrige & Co., Inc., a defunct New Jersey broker- 
dealer, from further violations of the registration and 
anti-fraud provisions. Without admitting or denying 
the allegations contained in the complaint, Messenger 
consented to the entry of the judgment. 


The complaint, which was filed on February 5, 1973 
and sought permanent injunctions against twenty 
seven defendants, charged that Messenger, from in or 
about June, 1970 to in or about November, 1971, par- 
ticipated in a fraudulent scheme to manipulate the 
trading market for the common stock of R. D. Philpot 
Industries, Inc. (‘‘RDP’’), a now bankrupt corporation 


SEC DOCKET/299 





UNITED STATES 
GOVERNMENT PRINTING OFFICE 


DIVISION OF PUBLIC DOCUMENTS 
WASHINGTON, D.C. 


20402 


OFFICIAL BUSINESS 


FIRST CLASS MAIL 


which was formerly located in Texas. In addition, the 
complaint alleged that during the same _ period, 
Messenger offered for sale and sold the common stock 
of RDP in violation of Sections 5(a) and 5(c) of the 
Securities Act of 1933 in that no registration statement 
was in effect or filed with the Commission as to the 
securities of RDP and no applicable exemption from 
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such registration requirement was available as to such 
securities. (See Litigation Release No. 5723). 


By the Commission. 


George A. Fitzsimmons. 
Secretary 
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